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My  underlying  motive  in  writing  these  letters  has  been  to 
avert  government  ownership  by  substituting  public  control  of 
these  great  national  highways,  with  a  continuation  of  present 
private  ownership.  I  believe  that  commission  regulation  can- 
not bridge  the  chasm  between  public  sentiment  and  the  capital 
necessary  for  railroad  purposes.  Meantime  the  old  order  of 
railroad  autocrats  is  going  out  and  a  new  regime  is  coming  in. 
Federal  incorporation  of  railroads  is  being  advocated  far  and 
wide,  but  such  incorporation  will  merely  perpetuate  present 
abuses,  unless  their  directors  are  under  complete  public  control. 
To  secure  that  end,  I  advocate  control  by  a  Federal  Railroad 
Board. 

In  short,  my  proposal  is  this : 

First :  Congress  should  enact  a  general  incorporating  act 
for  railroads. 

Second :  That  act  should  exempt  such  railroads  from 
State  regulation. 

Third :  That  act  should  divide  the  country  into  railroad 
zones,  each  zone  to  have  a  Federal  Railroad  Company,  owning 
the  whole  or  part  of  the  stock  of  the  railroads  within  its  juris- 
diction, such  stock  to  be  acquired  by  purchase  or  exchange, 
or  condemnation,  the  Government  to  guarantee  3  per  cent  divi- 
dends on  the  stock  of  the  Federal  Railroad  Companies,  with  a 
possible  extra  3  per  cent  if  earned,  all  over  6  per  cent  to  go  to 
the  Government. 

Fourth :  That  act  should  provide  for  a  Federal  Railroad 
Board  to  vote  all  stock  and  to  name  the  directors  at  the  annual 
elections  of  such  Federal  Railroad  Companies,  and  to  fix  and 
determine  rates  and  service,  and  to  have  control  over  the 
finances  of  the  Federal  Railroad  Companies. 

Ever  since  1907,  I  have  advocated  the  use  of  the  corpora- 
tion with  public  control  to  avert  government  ownership.  Mean- 
time the  Federal  Reserve  Bank  Act  of  19 13  has  demonstrated 
the  feasibiliy  of  that  idea.  Mr.  W.  M.  Acworth,  the  leading- 
railway  economist  of  England,  recently  reviewed  one  of  my 
articles  and  his  review  is  reprinted  on  page  45  within. 
New  York,  May  31,  19 16. 

William  W.  Cook. 


(From  New  York  Sun,  February  2,  1916.) 

THE  FUTURE  OF  THE  RAILROADS 
Mr.    Kahn's    Essay    and    Recommendations    Frankly 

Discussed 
To  THE  Editor  of  The  Svisi—Sir:  I  think  that  Mr. 
Otto  H.  Kahn  in  his  article  on  the  railroad  question  in  the 
World's  Work  of  February  has  rendered  a  true  public  service. 
The  main  feature  of  his  article  demonstrates  that  the  Inter- 
state Commerce  Commission  is  a  failure  in  practice.    He  says : 

There  is  no  parallel  I  know  of  in  any  other  country  to  its  greatest 
industry  being  placed,  down  to  its  minutest  details,  under  the  almost  auto- 
cratic power  of  seven  men  owing  defined  accountability  to  no  one,  selected 
for  relatively  short  terms  and  according  to  no  particular  standard  of  train- 
ing or  qualifications,  and  being  practically  free  from  control,  restraint  or 
appeal.    *    *    ♦ 

That  the  Interstate  Commerce  Commission,  being  at  the  same  time 
prosecutor,  judge  and  jury,  combining  in  itself  legislative,  executive  and 
judiciary  powers,  is  a  negation  of  the  root  principle  from  which  the  Ameri- 
can system  of  Government  springs,  may  be  stated  as  an  incontrovertible 
fact.  Such  combination  of  powers  in  one  body  has  been  styled  by  James 
Madison  '*the  very  definition  of  tyranny."  The  evil  or  impropriety  of 
such  a  union  of  conflicting  or  at  least  inconsistent  functions  has  been  pub- 
licly acknowledged  by  a  most  unimpeachable  witness,  namely,  one  of  the 
ablest  members  of  the  commission  itself,  the  Hon.  Charles  A.  Prouty,  in 
an  address  delivered  in  1907,  from  which  the  following  extract  may  be 
quoted:  "If  the  Interstate  Commerce  Commission  is  vested  with  a  juris- 
diction so  tremendous  in  extent  and  of  such  finality,  every  effort  should 
be  made  to  provide  a  body  adequate  to  the  trust  *  *  ♦  I  very  much 
doubt  whether  the  same  body  can  properly  discharge  both  these  func- 
tions [executive  and  judicial].  In  the  end  it  will  either  become  remiss  in 
its  executive  duties  or  will,  in  the  zeal  of  these,  become  unfit  for  the  dis- 
passionate performance  of  its  judicial  functions.  Whatever  may  have 
been  true  in  the  past  the  time  has  come  when  the  commission  should  be 
relieved  of  all  its  duties  except  the  hearing  and  deciding  of  complaints." 

Mr,  Kahn  then  shows  that  the  above  trouble  is  added  to 

by  State  commissions.    He  says  : 

In  addition  to  the  activities  of  State  Legislatures  there  are  not  less  than 
forty-three  State  commissions,  exercising  varying  degrees  of  power  over 
railroads,  guided  in  their  decisions  by  no  precedents  or  fixed  rules,  their 
jurisdiction  and  their  decrees  intertwining,  conflicting  with,  upsetting  those 
of  each  other  and  of  the  Interstate  Commerce  Commission. 

Mr.  Kahn  then  states  that  "railroad  credit  has  become 


gravely  affected,"  and  that  ''the  railroad  industry  is  in  an  in- 
herently weakened  condition." 

The  above  is  certainly  sound  and  is  in  accord  with  a 
rapidly  crystallizing  public  sentiment. 

When  we  come  to  a  remedy,  however,  Mr.  Kahn  is  not  so 
clear.  His  first  remedy  is  that  State  commissions  shall  be  de- 
prived of  their  present  power  over  interstate  railroads.  This 
conclusion  is  correct,  but  it  would  merely  add  to  the  power  of 
the  Interstate  Commerce  Commission,  which  power  Mr.  Kahn 
attacks  successfully  in  the  first  part  of  his  article. 

Mr.  Kahn  then  says  that  the  railroads  have  not  been  ac- 
cused of  charging  excessive  rates.  Has  he  overlooked  the  Min- 
nesota rate  cases  ? 

Then  Mr.  Kahn  says  that  he  believes : 

The  principle  of  giving  to  the  Interstate  Commerce  Commission  power 
to  regulate  rates  is  sound,  and  I  am  convinced  that  it  has  come  to  stay. 

That  may  be,  but  Mr.  Kahn  in  the  first  part  of  his  article 
points  out  with  great  clearness  the  practically  irresponsible 
power  of  the  Interstate  Commerce  Commission  in  this  respect 
and  very  properly  objects  to  it. 

Mr.  Kahn  then  says  that  he  thinks  all  interests  would  gain 
if  the  making  of  rates  were  left  in  the  hands  of  railroad  officials 
with  power  in  the  Interstate  Commerce  Commission  to  reduce 
or  increase  such  rates.  How  does  that  differ  from  the  present 
situation?  Railroad  officials  now  fix  railroad  rates  and  the 
commission  now  has  power  to  reduce  rates  or  to  stop  increases. 
What  difference  is  there  between  the  present  situation  and  the 
one  recommended  by  Mr.  Kahn  ? 

Mr.  Kahn  further  says  that  "the  railroad  question  must  be 
taken  out  of  politics."  Will  it  be  taken  out  of  politics  by  leav- 
ing it  under  the  Interstate  Commerce  Commission  and  increas- 
ing the  power  of  that  commission?  I  fear  that  the  railroads 
cannot  be  taken  out  of  politics  unless  the  system  of  control  is 
changed.  The  railroads  are  involved  in  politics  on  account  of 
their  vital  connection  with  the  daily  life,  comfort,  prosperity 
and  well  being  of  the  whole  public.  It  is  only  by  their  being  in 
politics  that  the  public  can  enforce  its  will,  and  while  it  is  easy 
to  say  that  the  railroads  should  be  taken  out  of  politics  they 


never  will  be  taken  out  until  some  automatic  system  of  control 
is  devised  whereby  the  present  conflict  between  the  railroad 
directors  and  managers  on  the  one  side  and  the  commission  on 
the  other  is  eliminated. 

Mr.  Kahn  then  says  that  the  Federal  bank  act  is  a  proper 
precedent  and  in  many  respects  a  parallel,  and  that  competition 
between  the  railroads  should  cease  and  they  should  be  com- 
pelled to  co-operate  in  a  manner  to  be  approved  by  the  Inter- 
state Commerce  Commission,  and  he  favors  a  "Central  Federal 
Board"  with  "regional  boards."  This  is  right,  and  is  what 
Senator  Thomas'  bill  (Senate  bill  No.  i8)  seeks  to  accomplish, 
but  with  a  vast  difference ;  namely,  SenatorThomas'  bill  couples 
responsibility  with  power — financial  responsibility  of  the  Gov- 
ernment instead  of  the  present  want  of  responsibility  on  the  part 
of  the  commission,  the  latter  being  exactly  what  Mr.  Kahn 
points  out  as  being  wrong.  Mr.  Kahn's  idea  that  a  "Central 
Federal  Board"  with  "regional  boards"  shall  take  the  place 
of  the  present  Interstate  Commerce  Commission  is  a  mere 
change  of  name,  because  the  objection  that  he  raises  to  the 
Interstate  Commerce  Commission  mentioned  above,  namely, 
that  it  is  a  failure  in  practice,  would  apply  also  to  the  proposed 
new  boards.  What  we  want  and  have  got  to  have  is  something 
deeper  and  more  searching  than  all  this.  Civitas. 

New  York,  February  i. 


(From  New  York  Sun,  February  17,  1916.) 

THE   RAILROADS'   PROBLEM 

They  Need  $1,000,000,000  a  Year — How  Can  They 

Get  It? 
To  THE  Editor  of  The  Sun — Sir:  Howard  Elliott, 
president  of  the  New  Haven  Railroad,  said  at  Washington  on 
February  8,  19 16,  that  the  railroads  need  $1,000,000,000  a  year 
for  new  facilities,  and  that  without  those  facilities  the  railroads 
cannot  carry  the  growing  traffic  and  will  break  down,  with  dis- 
astrous results  to  the  whole  country.     Senator  Underwood  at 


Chicago  on  February  4  said  that  practically  no  4  per  cent  rail- 
road bonds  can  now  be  sold;  that  the  railroads  must  pay  5J/2 
per  cent  up  to  7^  per  cent,  and  that  even  the  best  railroads 
have  great  difficulty  in  renewing  old  loans  or  placing  new  loans. 
This  is  true  and  is  known  to  every  railroad  financier.  The 
New  York  Central  Railroad  Company  recently  issued  $100,- 
000,000  in  debentures  bearing  6  per  cent  interest.  Capital  has 
turned  to  industrial  securities  and  foreign  loans.  Railroad 
stocks  and  bonds  are  no  longer  considered  safe  and  the  investor 
is  afraid. 

Why  ?  Because  commission  rule.  State  and  interstate,  has 
put  an  iron  hand  on  railroad  rates  and  no  hand  at  all  on  rail- 
road expenses. 

How,  then,  is  the  $1,000,000,000  a  year  to  be  had?  Cer- 
tainly the  railroads  cannot  raise  it.  Their  credit  is  seriously 
impaired.  Nor  will  they  be  allowed  to  raise  their  rates  suffi- 
ciently to  re-establish  their  old  credit.  The  railroads  are  face 
to  face  with  the  primeval  question:  "How  can  I  manage  to 
live?"    And  there  is  no  answer,  but  a  speech  and  an  echo. 

There  is  only  one  way  of  raising  the  $1,000,000,000  a  year, 
and  that  is  the  use  of  the  Government's  credit.  We  are  mov- 
ing toward  that  swiftly.  Such  use  of  Government  credit  would 
strain  that  credit,  but  at  any  rate  it  would  produce  the  $1,000,- 
000,000  a  year,  and  would  produce  it  at  a  lower  rate  of  interest 
than  the  railroads  themselves  would  have  to  pay. 

When  the  Government's  credit  is  called  in  it  will  respond, 
but  on  one  condition  only,  namely,  that  the  Government  shall 
control  the  railroads;  not  merely  regulate,  but  control.  Then 
will  arise  the  vital  question  of  the  form  of  that  control.  It  may 
be  Government  ownership.  The  whole  country,  however,  is 
against  that  and  seeks  some  other  way  out.  It  may  be  the  Fed- 
eral reserve  system  applied  to  the  railroads.  That  is  the  pur- 
pose of  Senator  Thomas'  bill. 

Meantime  all  sorts  of  nostrums  are  being  prescribed. 
Some  would  abolish  the  power  of  State  commissions  over  the 
railroads  and  turn  that  power  over  to  the  Interstate  Commerce 
Commission.     Has  that  commission  proved  itself  capable  of 


assuming  still  greater  powers?  Or  is  it,  on  the  contrary,  a 
failure  in  theory  and  practice?  It  certainly  is  power  without 
responsibility,  and  that  is  foredoomed  to  failure.  It  is  a  com- 
bination of  executive,  legislative  and  judicial  powers — some- 
thing un-American,  despotic  and  altogether  intolerable.  Kent, 
Cooley  and  all  of  the  great  writers  have  warned  us  against  it. 
Senator  Borah  in  the  United  States  Senate,  speaking  of  com- 
missions on  September  30,  19 14,  said  : 

"We  not  only  place  in  the  hands  of  these  few  men  the 
ordinary  reins  of  government,  but  we  clothe  them  with  an  un- 
limited and  undefined  discretion,  which  amounts  to  the  lodg- 
ment of  arbitrary  power."  Civitas. 

New  York,  February  16. 


(Editorial  from  New  York  Sun,  February  18,  1916.) 

Howr 

The  letter  of  our  correspondent  "Civitas,"  printed  in  The 
Sun  of  yesterday,  inspires  serious  reflection.  He  quoted  How- 
ard Elliott's  undisputed  statement  that  for  new  facilities  indis- 
pensable for  the  needs  of  a  growing  traffic  our  railroads  require 
a  billion  dollars  a  year.  He  also  quoted  Oscar  Underwood's 
statement  that  even  the  best  railroads  now  have  great  difficulty 
in  placing  new  loans  or  renewing  old  loans;  that  they  have 
to  pay  5^  and  even  7^  per  cent  in  order  to  get  the  money, 
when  they  can  get  it  at  all.  Capital  is  seeking  other  invest- 
ments because  "railroad  stocks  and  bonds  are  no  longer  con- 
sidered safe  and  the  investor  is  afraid." 

The  reason  may  be  put  in  two  words,  as  "Civitas"  strik- 
ingly puts  it :   "Commission  rule." 

This  intelligent  writer  sees  only  one  way  to  the  billion  a 
year  that  is  needed,  and  that  is  the  use  by  the  railroads  of  Gov- 
ernment credit.  Government  credit  for  this  purpose  means  of 
course  an  increase  of  Government  control  to  an  extent  now 
undreamed  of;  possibly  absolute  Government  ownership  as  a 
consequence  of  the  extension  of  control. 

Can  the  tremendous  calamity  of  Government  ownership 


be  avoided,  and  the  railroads  be  enabled  to  get  the  billion  a 
year  which  they  must  have  if  they  are  to  continue  their  public 
service,  by  some  such  expedient  as  the  application  of  the  Fed- 
eral Reserve  idea  to  railroad  finance,  as  proposed  in  the  bill  in- 
troduced by  Senator  Thomas  of  Colorado  ? 

Or  will  the  plight  of  the  railroads  sooner  or  later  compel  a 
complete  revision  of  the  system  of  commission  rule  which  is 
working  disaster  and  distress  to  the  most  important  of  our 
industries  ? 

This  is  probably  the  gravest  domestic  question  now  con- 
fronting the  American  people. 


(From  New  York  Sun,  March  4,  1916.) 

FEDERAL   CHARTERS 

Has    Congress    Power,  Through  Them,    to    Regulate 

Railroads  ? 

To  THE  Editor  of  The  Sun — Sir:     Conservative  public 

opinion  has  gradually  reached  the  conclusion  that  the  most 

difficult  and  dangerous  feature  of  our  railroad  problem  is  the 

irresponsible  intermeddling  by  State  commissions,  now  over 

forty  in  number.    The  Supreme  Court  of  the  United  States  in 

the  Shreveport  case  a  few  months  ago  said : 

It  was  recognized  at  the  beginning  that  the  nation  could  not  prosper 
if  interstate  and  foreign  trade  were  governed  by  many  masters. 

Senator  Underwood,  in  an  address  delivered  February  4, 

1916,  said: 

We  must  consider  the  wisdom  of  substituting  one  master  for  the 
forty-nine  masters  that  regulate  our  commerce  to-day. 

Howard  Elliott,  in  an  address  February  8,  19 16,  said: 

To-day  the  carriers  of  interstate  commerce  are  the  servants  of  forty- 
nine  masters,  of  conflicting  powers  and  desires,  and  if  it  be  true  that  no 
man  can  successfully  serve  two  masters,  how  confusing  and  inefficient  must 
be  the  mental  state  of  him  who  must  serve  the  United  States  and  a  number 
of  sovereign  States. 

Judge  Hough  of  the  United  States  Court,  in  February, 

1916,  said,  as  to  parties  interested  in  railroads: 

They  have  had  the  experience  of  the  State  poiblic  service  commissions, 


forty-eight  bodies  so  called,  or  in  some  form  operating  independently,  and 
they  have  seen  how  they  have  butchered  the  railroad  securities  of  the 
country. 

Judge  Lacombe  of  the  same  court  said  that  a  State  com- 
mission is  "practically  complainant,  prosecutor,  judge,  jury 
and  sheriff." 

Each  State  and  each  State  commission  looks  out  for  its 
own  interests,  at  the  expense  of  other  States  and  of  the  nation 
at  large  and  of  the  railroads  themselves,  running  into  other 
States.  Politics  also  affects  the  motives  of  State  commissions 
in  dealing  with  the  railroads. 

What  remedy  is  there?  Congress  has  jurisdiction  over 
interstate  commerce,  but  not  directly  over  intrastate  commerce, 
and  this  gives  the  State  commissions  their  opportunity. 

There  is  another  principle  of  law,  however,  which  is 
available.  Congress  has  power  to  incorporate  Federal  rail- 
road corporations.  That  is  what  Congress  did  in  the  60s  for 
the  railroads  running  to  the  Pacific  Coast.  Congress  also 
has  power  to  insert  in  such  charters  an  express  provision  that 
no  State  Legislature  or  State  commission  shall  regulate  the 
rates  of  such  railroads.  The  Supreme  Court  has  held  that 
the  omission  of  such  an  express  provision  in  the  Federal  char- 
ters to  the  Pacific  railroads  indicated  an  intent  of  Congress 
to  allow  State  Legislatures  and  State  commissions  to  regulate 
intrastate  rates,  but  the  court  conceded  that  an  express  pro- 
vision in  the  charter  to  the  contrary  would  be  entirely  legal 
and  effective. 

No  stronger  argument  in  favor  of  Federal  railroad  char- 
ters could  be  found.  Incidentally  this  would  also  give  the 
national  Government  complete  control  over  the  stock,  bond 
and  note  issues.  Civitas. 

New  York,  March  3. 


(Editorial  from  New  York  Sun,  March  5,  1916) 

FEDERAL  CHARTERS  FOR  RAILROADS 
Whether  or  not  the  only  solution  of  the  problems  that  the 
railroads  must  meet  was  indicated  by  "Civitas"  in  tlie  letter 


printed  yesterday  suggesting  Federal  charters  for  interstate 
lines,  there  is  no  doubt  that  our  correspondent  went  to  the 
heart  of  the  greatest  difficulty  involved  in  public  regulation 
of  common  carriers.  Railroad  subjection  to  the  competing 
politics  of  national  and  State  jurisdictions  is  primarily  re- 
sponsible for  the  worst  troubles  afflicting  the  national  trans- 
portation system  and  threatening  the  country  with  a  break- 
down of  railroad  credit,  no  matter  what  bright  intervals  of 
ternporary  surplus  may  occur. 

No  other  factor  of  hardship  for  capital  invested  in  rail- 
roads compares  with  the  burden  of  clashing  regulations.  This 
contributed  greatly  to  the  depression  of  19 15,  when  the  ex- 
tension of  transportation  facilities  was  the  smallest  in  a  half 
century  and  the  largest  mileage  in  the  country's  history  was 
thrown  into  bankruptcy. 

It  was  pointed  out  recently  by  Mr.  Otto  H.  Kahn  that 
between  19 12  and  191 5  more  than  4,000  Federal  and  State 
legislative  measures  affecting  the  railroads  were  introduced. 
Of  them  more  than  440  were  enacted.  Most  of  these  imposed 
burdens  on  railroad  property.  To  the  burden  must  be  added 
the  weight  of  taxation  of  all  kinds,  and  unnumbered  city 
ordinances  and  the  edicts  of  public  commissions.  Last  year 
the  bills  introduced  in  the  Legislatures  to  extend  regulation 
over  railroads  aggregated  1,093. 

If  the  railroads  were  freed  from  State  control  and  put 
under  exclusive  Federal  control  a  remedy  for  many  grave 
evils  would  be  applied.  Our  correspondent,  in  advocating 
Federal  charters,  made  the  statement  that  "Congress  has  juris- 
diction over  interstate  commerce,  but  not  directly  over  intra- 
state commerce."  There  can  be  no  question  of  the  para- 
mountcy  of  Federal  jurisdiction.  Congress  has  simply  failed 
to  assert  it.    In  the  Minnesota  rate  case.  Justice  Hughes  said : 

"The  authority  of  the  State  to  prescribe  what  shall  be  reasonable 
charges  for  intrastate  transportation  is  State-wide  unless  it  be  limited  by 
the  exercise  of  a  constitutional  power  of  Congress  with  respect  to  inter- 
state commerce  and  its  instruments.  Neither  by  the  original  act  [Inter- 
state Commerce  act],  nor  by  its  amendment,  has  Congress  sought  to  estab- 
lish a  unified  control  over  interstate  and  intrastate  rates.    The  State  power 
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continues  until  Congress  does  act  and  by  its  valid  action  limits  the  exercise 
of  the  local  authority." 

A  year  later,  in  the  so-called  Shreveport  rate  case,  Justice 
Hughes  cleared  up  all  debatable  area  in  the  field  of  jurisdic- 
tion, thus: 

"This  is  not  to  say  that  Congress  possesses  the  authority  to  regulate 
the  internal  commerce  of  a  State  as  such,  but  that  it  does  possess  the  power 
to  foster  and  protect  interstate  commerce  and  to  take  all  measures  neces- 
sary or  appropriate  to  let  in,  although  intrastate  transactions  of  interstate 
carriers  would  thereby  be  controlled." 

Everything  done  in  the  category  of  regulation  of  the 
railroads  bears  on  their  rates.  Regulation  by  the  States  and 
the  nation  has  made  railroad  operation  increasingly  unremu- 
nerative,  through  compulsory  reduction  of  rates  or  prohibition 
of  rate  advances  and  through  compulsory  expansion  of  ex- 
penses. A  way  out  of  the  embarrassment  is  for  Congress  to 
assert  that  complete  and  exclusive  jurisdiction  which  the  Fed- 
eral Government  has  the  right  to  exercise. 

This  might  be  done  by  Federal  charters  or  by  establish- 
ing the  paramountcy  of  railroad  control  by  the  Interstate  Com- 
merce Commission  organized  more  effectively  for  the  purpose. 
There  are  many  students  of  the  problem  who  favor  the  reor- 
ganization of  the  Interstate  Commerce  Commission  and  the 
broadening  of  its  powers.  In  any  event,  the  railroad  system 
is  the  least  local  and  most  national  institution  in  our  economic 
structure.  Relief  from  the  worst  of  its  troubles  can  be 
afforded  by  relieving  it  from  the  multiple  jurisdictions  which 
oppress  it. 


(From  New  York  Sun,  March  14,  1916.) 
FEDERAL  INCORPORATION 
Congress  Has  the  Power  to  Solve  the  Railroad  Riddle 
To  THE  Editor  of  The  Sun — Sir:  Your  correspon- 
dent "Business"  asks  "Is  it  true  that  Congress  has  power  to 
incorporate  a  railroad  company?"  It  is.  The  Supreme  Court 
so  holds  (127  U.  S.  39,  153  U.  S.  525). 

He  also  asks :    "Is  it  true  that  Congress  in  incorporating 
such  a  railroad  may  exclude  the  States  and  State  commissions 
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from  regulating  its  intrastate  rates?"  It  is.  Judge  Brewer, 
a  Justice  of  the  Supreme  Court  sitting  at  Circuit,  said  in  64 
Fed.  Rep.  170: 

The  general  question  of  the  power  of  a  State  in  respect  to  rates  for 
local  freight  over  a  corporation  organized  under  the  laws  of  Congress  was 
considered  in  Regan  vs.  Trust  Co.,  154  U.  S.  413,  14  Sup.  Ct.  1,060,  and  it 
was  there  held  that  the  mere  fact  that  the  corporation  was  so  organized 
did  not  exempt  it  from  State  control  in  that  respect.  It  was  conceded  in 
the  opinion  in  that  case  that  Congress  could  wholly  remove  such  a  corpora- 
tion from  State  control ;  but  it  was  held  that,  in  the  absence  of  something 
in  the  statutes  indicating  an  intention  on  the  part  of  Congress  to  so  remove 
it,  the  State  had  the  power  to  prescribe  the  rates  for  all  local  business 
carried  by  it.    Of  course  that  decision  is  controlling. 

Your  editorial  article  of  March  5  is  correct  in  saying 
there  is  another  remedy,  namely,  an  act  of  Congress  so  to 
regulate  intrastate  rates.  But  such  an  act  could  not  regulate 
all  intrastate  rates.  It  could  regulate  only  such  intrastate 
rates  as  affect  interstate  commerce,  and  no  two  men  would 
agree  as  to  the  line  of  demarkation  between  intrastate  rates 
which  do  affect  interstate  commerce  and  those  which  do  not. 
Hence  such  a  proposed  act  of  Congress  would  confuse,  and  if 
enacted  would  encounter  legal  pitfalls.  The  Supreme  Court 
has  said  (154  U.  S.  209)  : 

The  adjudications  of  this  court  with  respect  to  the  power  of  the  States 
over  the  general  subject  of  commerce  are  divisible  into  three  classes.  First, 
those  in  which  the  power  of  the  State  is  exclusive ;  second,  those  in  which 
the  States  may  act  in  the  absence  of  legislation  by  Congress ;  third,  those 
in  which  the  action  of  Congress  is  exclusive  and  the  States  cannot  inter- 
fere at  all. 

And  then  that  court  referred  to  the  shadowy  shifting 
lines  which  divide  the  three. 

On  the  other  hand  a  Federal  corporation,  with  a  charter 
excluding  State  regulation,  would  go  straight  to  the  mark. 
Two-cent  laws  would  disappear  and  Shreveport  decisions 
would  be  unnecessary.  Full  crew  laws  would  share  the  same 
fate.  It  is  true  that  State  taxes  on  such  railroads  might  be 
controlled  by  Congress,  but  no  one  would  favor  that,  because 
those  taxes  net  the  States  over  $100,000,000  a  year. 

Some  railroad  abuses  would  also  disappear.  Suppose  the 
Missouri,  Kansas  &  Texas  and  the  Frisco  lines  and  the  Rock 
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Island  system  and  the  Missouri  Pacific  were,  after  foreclosure 
sale,  reorganized  under  Federal  charters,  reserving  to  a  Fed- 
eral railroad  board  control  over  their  corporate  elections. 
Would  not  that  be  better  than  present  control  by  proxies,  with 
tens  of  thousands  of  investors  paying  the  penalty?  The  root 
of  the  evil  is  irresponsible  stock  control.  That  control  should 
be  lodged  in  a  Federal  railroad  board.  At  present,  with  the 
proxy  system,  it  is  lodged  in  a  few  insiders,  with  little  stake 
in  the  railroad  except  the  emoluments.  And  they  won't  get 
out  until  they  are  put  out.  Without  control  you  can  do  noth- 
ing, testified  the  late  Mr.  Morgan,  and  no  one  knew  better 
than  he.    A  Federal  incorporating  act  could  take  control. 

The  underlying  reason  of  the  complete  power  of  Con- 
gress over  railroads  owned  by  Federal  railroad  corporations  is 
plain.  Congress  in  creating  a  corporation  has  and  may  retain 
full  power  over  its  own  creation,  not  only  as  to  its  property, 
rates,  elections  and  practices,  but  also  as  to  its  bond  issues  and 
stock  issues,  to  be  governed  by  a  Federal  railroad  board.  Con- 
gress may  exercise  that  power  as  it  pleases  from  time  to  time. 

If  railroad  presidents,  railroad  lawyers  and  Congressmen 
would  propose  a  definite  remedy,  instead  of  uttering  loud  com- 
plaints, the  public  would  listen.  Twenty  years  hence  the  people 
will  wonder  how  we  ever  stood  and  withstood  the  inextricable 
confusion  of  railroad  incorporations  in  forty-eight  different 
States,  with  forty-eight  different  sets  of  irreconcilable  laws. 
Bedlam  broken  loose.  Civitas. 

New  York,  March  13. 


(From  New  York  Sun,  March  21,  1916.) 

FEDERAL   CHARTERS 

To  THE  Editor  of  The  Sun — Sir:  Your  correspon- 
dent 'Tex"  has  assumed  the  right  name.  He  sustains  the 
legality  and  desirability  of  Federal  incorporation  of  railroads. 

This  Congress  will  do  nothing,  on  account  of  the  war  and 
the  Presidential  election,  but  the  next  Congress  will  act.     In 
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fact  the  commission  now  being  appointed  by  Congress  is  to 
report  by  January  8,  19 17. 

A  change  is  in  the  air.  Commission  rule,  State  and 
national,  has  broken  down  and  the  railroads  have  got  to  have 
$1,000,000,000  a  year  for  terminals,  extensions  and  improve- 
ments, and  they  can't  get  it.  Mr.  Prouty  of  the  Interstate 
Commerce  Commission  in  an  address  at  Washington,  De- 
cember 28,  1915,  said: 

This  is  the  point  at  which  regulation  will  break  down  if  at  all.  Can 
private  capital  be  induced,  under  the  treatment  which  is  accorded  that 
capital  by  the  regulating  body,  to  invest?  If  Government  ownership  ever 
comes  in  the  United  States  it  will  probably  be  because  private  capital 
cannot  be  obtained  in  sufficient  amounts  to  afford  an  adequate  service. 

The  committee  of  Congress  that  is  being  appointed  will 
hear  all  sorts  of  theories,  protests,  demands  and  free  advice. 
State  commissions  will  rise  from  their  seats  and  solemnly  de- 
clare that  if  we  have  Federal  railroad  incorporations  down 
comes  the  country.  Much  better  that  they  continue  to  hurl 
their  thousand  and  one  barbed  darts  into  the  goaded  railroads. 
Federal  railroad  incorporations  would  put  them  out  of  busi- 
ness, and  with  them  would  go  two-cent  laws,  full  crew  laws 
and  various  other  choice  assortments  of  laws.  Railroad  reor- 
ganizations would  be  simplified.  Railroad  financing  would  be 
easier.  Railroad  officers  would  sleep  better.  The  railroad 
world  would  go  free. 

But  not  so  fast.  Public  opinion  will  not  grant  this  great 
boon  except  at  a  price.  That  price  will  be  a  still  sterner  control 
of  the  railroads  by  the  Government  by  controlling  the  election 
of  railroad  directors  by  means  of  a  Federal  railroad  board, 
which  by  the  charter  will  have  the  voting  power  at  railroad 
annual  elections.  The  present  system  of  electing  railroad 
directors  is  utterly  discredited.  The  stockholders  do  not  vote 
except  by  proxy,  and  they  give  those  proxies  to  the  insiders. 
So  far  as  elections  are  concerned  the  stockholders  are  a  fraud, 
a  humbug,  a  pretense,  a  make  believe.  They  vote  like  a  flock 
of  sheep,  following  the  bellwether.  The  elections  are  a  farce 
and  merely  perpetuate  the  control  of  a  railroad  oligarchy,  who 
dominate  the  company  as  though  they  owned  it.     The  result 
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is  writ  large  in  scandals,  railroad  bankruptcies,  receiverships 
and  foreclosures.  The  Railway  Age  Gazette,  the  leading  rail- 
road paper  in  the  country,  recently  said : 

There  is  no  way  to  keep  unscrupulous  financiers  out  of  the  railway- 
business.  *  *  *  There  is  a  flagrant  defect  in  the  government  of  a 
country  whose  laws  permit  a  man  or  a  set  of  men  to  acquire  autocratic 
control  of  a  property  by  any  means  except  actual  purchase  of  at  least  a 
majority  interest  in  it  with  their  own  money. 

Alton,  New  Haven,  Frisco  and  some  more;  and  now  Rock  Island. 
What  next? 

Yes,  what  next  ?  The  next  will  be  to  take  the  power  of 
electing  railroad  directors  out  of  the  dead  hands  of  the  stock- 
holders and  put  that  power  in  a  Federal  railroad  board.  These 
railroads  are  great  national  highways.  It  is  not  right  that 
they  should  be  controlled  by  private  individuals.  They  are  the 
rivers  of  commerce.  They  should  be  controlled  by  the  public, 
acting  through  a  Federal  railroad  board. 

Again  not  so  fast.  Another  witness  appears  before  the 
committee,  the  fine  old  investor,  and  his  language  is  plain. 

"So  you  want  $1,000,000,000  a  year,  do  you?"  he  says. 
"What  security  do  you  offer?  I  have  invested  hundreds  of 
millions  in  your  railroads  and  you  have  'regulated'  the  bot- 
tom out  of  the  investment.  You  have  killed  the  goose  that 
laid  the  golden  tgg — that's  me.  You  have  reduced  rates  and 
neglected  expenses,  and  yet  you  have  not  assumed  a  particle 
of  financial  responsibility  for  the  results.  You  now  propose 
Federal  incorporation,  and  I  am  in  favor  of  that  because  it 
will  stop  the  guerrilla  attacks  of  forty-eight  States.  Neither 
have  I  any  objection  to  your  proposed  Federal  railroad  board 
voting  my  railroad  stocks.  In  fact,  I  don't  vote  anyway  ex- 
cept occasionally  by  proxy,  and  then  my  proxy  is  voted  by  a 
lot  of  buccaneering  insiders,  who  have  managed  to  seize  the 
offices,  with  no  stake  in  the  enterprise.  That  vote  is  no  pro- 
tection to  me,  and  I  am  willing  that  you  vote  my  stock  and 
take  absolute  control.  You  already  have  practical  control  and 
you  might  as  well  make  it  absolute.  The  tail  might  as  well  go 
with  the  hide.  But  when  you  do  this  you  must  be  responsible 
for  some  return  on  my  investment.  You  can't  take  the  entire 
power  and  avoid  all  responsibility  and  expect  me  to  furnish  a 
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billion  dollars  a  year  on  any  such  basis.  If  the  Government 
will  guarantee  me  3  per  cent  a  year  and  give  me  the  right  to 
claim  an  additional  3  per  cent  if  earned,  I  will  furnish  $1,000,- 
000,000  a  year  and  let  the  Government  have  all  the  profits  in 
excess  of  6  per  cent.  A  sure  3  per  cent  with  a  possible  6  per 
cent  is  fair  to  me  and  cheap  and  safe  for  you.  Do  you  know 
what  the  British  Government  has  done?  At  the  outbreak  of 
the  war  the  British  Government  took  over  the  railroads  in  the 
United  Kingdom  and  has  been  operating  them  ever  since,  by 
means  of  an  executive  committee  composed  of  the  general 
managers  of  the  railroads  themselves.  In  return  the  Govern- 
ment has  practically  guaranteed  dividends  to  the  railroad 
stockholders  at  the  same  rate  as  before  the  war.  The  Govern- 
ment takes  all  the  receipts  and  pays  all  the  expenses.  It  is 
government  control  with  government  financial  responsibility. 
If  Great  Britain  can  do  this  in  time  of  war  you  can  do  it  in 
time  of  peace.     You  are  rich  enough." 

And  then  the  fine  old  investor  takes  his  hat,  makes  his  bow 
to  the  committee  and  silently  withdraws. 

And  so  they  will  all  have  their  say;  the  State  commis- 
sions, the  railroad  presidents  and  directors,  the  railroad  law- 
yers, the  bankers,  manufacturers,  shippers,  commercial  bodies 
and  politicians.  But  from  afar  the  investor  will  watch  them 
with  wary  eye  and  he  will  have  the  final  say.  Apparently, 
judging  from  his  testimony,  the  following  would  get  his 
money  and  at  the  same  time  nationalize  the  railroads  without 
costing  the  nation  a  dollar  : 

First :  Congress  should  enact  a  general  incorporating  act 
for  railroads. 

Second :  That  act  should  exempt  such  railroads  from 
State  regulation. 

Third:  That  act  should  provide  for  a  Federal  railroad 
board  to  vote  all  stock  at  the  annual  elections  of  such  Federal 
railroad  companies. 

Fourth :  That  act  should  guarantee  by  the  Government  3 
per  cent  dividends  on  the  stock,  with  a  possible  extra  3  per 
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cent  if  earned,  all  over  6  per  cent  to  go  to  the  Government. 
New  York,  March  20. 

CiVITAS. 


(From  New  York  Sun,  March  28,  1916.) 

THE  FEDERAL  CHARTER  FOR  RAILROADS 
"CiviTAs"  Answers  Mr.   Stuyvesant   Fish 

To  THE  Editor  of  The  Sun — Sir:  The  letter  in  the 
Sun  of  March  23  from  Mr.  Stuyvesant  Fish,  the  well-known 
railroad  man  and  capitalist,  opposes  Federal  charters  for  rail- 
roads and  favors  an  act  of  Congress  to  eliminate  State  regu- 
lation. His  grounds  for  opposing  Federal  charters  are  as  fol- 
lows: 

Many  strong  railroad  corporations  enjoy  invaluable  rights  under  their 
State  charters,  such  as  perpetual  succession,  exemptions  from  or  peculiar 
provisions  in  respect  to  taxation,  powers  to  cross  and  divert  waterways 
and  highways,  to  condemn  needed  lands  and  to  make  by-laws  for  the  con- 
duct of  their  business. 

Mr.  Fish  also  says  that  the  strong  railroad  companies 
have  established  in  their  present  corporate  names  a  credit 
known  all  over  the  world,  and  finally  that  Federal  incorpora- 
tion would  complicate  the  present  situation  by  adding  one 
more  class  of  railroad  corporations. 

Let  us  consider  these  objections  in  the  order  named : 

1.  Perpetual  charters.  A  Federal  charter  might  equally 
well  be  perpetual.  Yet  the  value  of  perpetual  charters  is 
largely  imaginary.  Railroad  charters  of  limited  duration  have 
always  been  easily  renewed.  For  instance,  the  original  Hud- 
son River  Railroad  charter  (the  present  New  York  Central 
Railroad  from  Albany  to  New  York),  was  for  fifty  years 
only,  from  May  12,  1846.  There  has  been  no  trouble  in  ex- 
tending its  existence.  In  fact,  many  important  railroad  char- 
ters in  this  State  were  limited  to  fifty  years.  Our  Court  of 
Appeals  referred  to  many  of  them  in  202  N.  Y.  220,  and  held 
that  such  limited  corporate  existence  did  not  affect  at  all  the 
property  rights  and  franchises. 

2.  Exemptions   or   peculiar    provisions   as   to   taxation. 
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These  were  granted  in  the  early  days,  but  have  mostly  dis- 
appeared by  legislation  under  the  reserved  right  (203  U.  S. 
112)  or  by  consolidations  (187  U.  S.  258),  or  sales  (205 
U.  S.  236),  or  foreclosure  (114  U.  S.  176),  or  by  judicial 
construction.  Railroads  may  be  taxed  in  various  ways, 
namely,  the  tangible  property  or  franchise  or  capital  stock  or 
shares  of  stock,  &c.  An  exemption  as  to  one  may  be  con- 
strued as  not  exempting  from  the  other  modes  of  taxation; 
for  instance,  the  exemption  of  ''stock"  does  not  exempt  shares 
of  stock  (216  U.  S.  420),  and  the  exemption  by  a  tax  on 
shares  of  stock  does  not  exempt  capital  stock  (161  U.  S.  149). 
Few  exemptions  have  escaped  and  the  few  remaining  rem- 
nants do  not  commend  themselves  to  public  policy  or  to  the 
public.  The  less  said  about  them  the  better.  If  they  don't 
want  to  come  into  a  Federal  charter  let  them  stay  out  and 
take  their  precarious  chances  with  State  regulation.  Rail- 
roads claiming  exemption  from  State  taxation  are  in  poor 
shape  to  claim  exemption  from  State  regulation. 

3.  Power  to  cross  and  divert  waterways  and  highways. 
A  Federal  charter  would  give  all  these  as  fully  as  present 
State  charters. 

4.  Condemnation  of  land.  All  railroad  charters  give 
this  power,  and  a  Federal  charter  would  give  it. 

5.  The  enactment  of  by-laws.  Every  corporation  has 
this  power.  In  fact,  it  is  an  implied  power,  and  the  Federal 
charter  need  not  even  name  it. 

6.  Continuation  of  corporate  names  as  a  matter  of  credit. 
Federal  charters  could  continue  present  railroad  names.  There 
would  not  be  the  slightest  occasion  for  changing  them.  As  to 
credit,  all  investors  and  bankers  would  prefer  the  protection 
given  by  one  Federal  charter  to  a  dozen  provincial  State  char- 
ters. 

7.  An  additional  class  of  railroad  corporations.  In  view 
of  the  fact  that  there  are  forty-eight  classes  now  in  forty- 
eight  States,  one  more  will  do  no  harm.  In  fact,  the  one  would 
quickly  absorb  many  of  the  forty-eight,  and  there  would  be 
less  instead  of  more.    The  objection  would  seem  fanciful. 
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Turning  now  to  Mr.  Fish's  argument  that  Congress  has 
the  power  to  eHminate  State  regulation  of  railroads,  the  navi- 
gation acts  of  Congress  to  which  Mr.  Fish  refers  are  of  great 
historic  interest  but  have  little  direct  bearing  on  the  subject 
before  us.  They  pertain  to  "waters  of  the  United  States  which 
are  common  highways  of  commerce"  (§4400,  R.  S.  of  U.  S.). 
Those  acts  did  not  attempt  to  invade  the  powers  of  the  States. 
The  established  rule  on  this  subject  is  given  by  Judge  Cooley 
in  his  work  on  constitutional  law,  where  he  says  (pp.  65-67) : 

Navigation  and  intercourse  upon  the  natural  highways  by  water  is 
under  the  regulating  control  of  Congress,  wherever  it  is  not  exclusively 
limited  to  a  single  State.  So  are  transportation  and  intercourse  by  rail- 
road between  different  parts  of  the  country ;  and  it  is  therefore  competent 
for  Congress  to  provide  that  all  railroad  companies  may  carry  passengers, 
mails,  and  property  over  their  roads,  boats,  bridges  and  ferries,  on  their 
way  from  one  State  to  another,  and  receive  compensation  therefor. 
*  *  *  The  commerce  of  a  State  which  Congress  may  control  must  in 
some  stage  of  its  progress  be  extra-territorial.  It  can  never  include  trans- 
actions wholly  internal.  *  *  *  Congress  cannot  legislate  for  the  regu- 
lation of  commerce  on  a  stream  whose  navigable  waters  are  exclusively 
within  the  limits  of  a  State,  and  which  does  not,  by  connecting  with  other 
waters,  form  a  continuous  highway  over  which  commerce  is  or  may  be 
carried  on  with  other  States  or  with  foreign  countries. 

Mr.  Fish's  argument  hardly  recognizes  this  fundamental 
principle  of  constitutional  limitations.  There  certainly  is  a 
boundary  line  beyond  which  the  Government  cannot  encroach 
on  the  powers  of  the  various  States,  as  to  the  intrastate  part 
of  railroads  and  railroad  traffic.  That  boundary  line  has  been 
a  legal  and  political  question  for  a  generation  and  more,  and 
it  would  be  hazardous  for  any  one  to  assert  that  Congress  may 
eliminate  it  altogether.  On  the  other  hand,  a  Federal  rail- 
road charter  would  enable  Congress  to  exempt  all  the  prop- 
erty, traffic  and  operations  of  such  a  railroad  corporation  from 
the  jurisdiction  of  the  States  and  State  commissions.  Of  the 
two  courses,  the  latter  seems  preferable.  An  act  of  Congress 
eliminating  State  regulation  without  Federal  incorporation 
would  lead  to  doubt,  confusion,  delay  and  interminable  litiga- 
tion. An  act  of  Congress  incorporating  a  Federal  railroad 
company  would  enable  Congress  to  eliminate  State  regulation 
like  a  shot. 
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Public  opinion  will  not  sustain  either  act  of  Congress, 
however,  without  concessions.  The  States  have  a  tremen- 
dous power  of  resistance  and  will  not  give  up  their  present 
power  of  regulation  unless  some  new  system  of  controlling 
these  vast  railroads  is  conceded.  The  day  is  passing  when  one 
man  or  group  of  men  may  dominate  great  trunk  systems  of 
railroads.  Mr.  Fish  himself  knows  how  the  proxy  system  of 
control  was  used  to  oust  him  from  the  Illinois  Central.  I  see, 
however,  that  your  correspondent  "Lex,"  in  his  letter  of  March 
23,  has  challenged  my  proposition  on  that  point,  and  inasmuch 
as  this  letter  is  already  too  long,  I  will  answer  him  later. 

In  closing,  I  wish  to  say  that  Mr.  Fish  has  rendered  a 
distinct  public  service  in  his  contribution.  He  is  a  conserva- 
tive man  of  the  highest  type.  And  such  men  have  a  powerful 
influence  in  forming  public  opinion.  Civitas. 

New  York,  March  2y. 


(From  New  York  Sun,  April  4,  1916.) 

THE   FEDERAL   FRANCHISE 
It  Does  Not  Mean  Government  Ownership — Effect  on 

Stockholders 

To  THE  Editor  of  The  Sun — Sir:  Your  correspon- 
dent "Lex"  in  his  letter  of  March  22  attacks  my  proposition 
that  Congress,  in  incorporating  Federal  railroad  companies, 
shall  insist  that  the  directors  shall  be  named  by  a  Federal 
Railroad  Board.  "Lex"  asserts  that  this  is  practically  Gov- 
ernment ownership,  and  that  the  Government  does  not  need 
to  use  a  corporation  any  more  than  the  Post  Office  does,  and 
that  every  argument  against  Government  ownership  would 
apply  to  this  proposition,  and  that  the  ambition  and  spirit  of 
the  railroad  staff  would  be  destroyed  by  reason  of  their  posi- 
tions being  subject  to  political  changes,  and  that  investors 
when  asked  to  purchase  railroad  stock  should  have  ownership 
in  fact,  including  the  right  to  control  the  policy  by  electing 
directors. 

The  trouble  with  this  argument  is  that  railroad  stock- 
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holders  do  not  control  the  policy  or  elect  the  directors.  All 
they  care  about  is  dividends.  They  never  think  of  attending 
corporate  meetings  and  generally  don't  even  send  in  their 
proxy.  There  are  thousands  of  them  and  they  are  strangers 
to  each  other.  The  whole  management,  control  and  policy  is 
in  the  hands  of  a  few  insiders.  Any  railroad  stockholder  will 
tell  you  that.  The  average  railroad  stockholder  is  a  deadhead 
in  the  enterprise,  a  nonentity,  a  moribund  quantity,  and,  worst 
of  all,  he  doesn't  care.  He  no  more  controls  the  policy  and 
elects  the  directors  than  the  flowers  that  bloom  in  the  spring. 
He  is  for  profit  only  and  is  not  even  ornate.  All  that  the  rail- 
roads want  is  his  money  and  that  is  all  they  get.  I  am  a  rail- 
road stockholder  myself  and  a  substantial  one,  and  hence  I 
feel  privileged  to  abuse  my  unknown  associates,  who  have  been 
as  derelict  as  I  have  been.  "Lex"  says  that  recently  in  one 
railroad  the  stockholders  turned  the  management  out.  True 
enough,  but  that  was  after  the  company  was  ruined.  The 
stockholders  slam  the  stable  doors  after  the  horses  have  disap- 
peared. "Lex"  says  that  the  President  is  elected  by  proxies. 
That  was  the  theory,  but  it  broke  down  almost  in  the  very  be- 
ginning. One  great  fact  is  clear,  namely,  that  railroad  stock- 
holders do  not  count,  and  that  inside  coteries  elect  the  directors 
and  run  the  railroads  as  though  they  owned  them. 

Neither  is  there  anything  startling  in  the  proposition  that 
the  Government  name  the  directors  of  the  proposed  Federal 
railroad  corporations.  In  the  original  charter  granted  by 
Congress  to  the  Union  Pacific  Railroad  Company  it  was  pro- 
vided that  the  Government  should  name  a  proportion  of  the 
directors  (12  U.  S.  Stat.  491),  subsequently  increased  to  five 
out  of  fifteen  (13  U.  S.  Stat.  361),  and  Congress  gave  that 
railroad  its  first  taste  of  regulation  in  1873  (R.  S.  of  U.  S. 
1 01 7)  as  the  result  of  the  notorious  scandal  of  the  Credit 
Mobilier.  Those  five  directors"  had  no  power  and  amounted 
to  nothing,  but  they  show  that  the  idea  of  the  Government 
naming  directors  is  neither  revolutionary  nor  unprecedented, 
and  that  the  stockholders  have  no  sacred  right  to  vote. 

A  second  great  fact  is  that  the  public  will  not  tolerate 


much  longer  this  mode  of  choosing  railroad  directors.  John 
Finlay  was  right  when  he  said,  "Democracy,  beginning  in  the 
Mississippi  Valley,  is  seeking  now  a  perfect  impersonal  trans- 
portation machine."  "An  impersonal  machine!"  That  means 
a  great  deal.  It  means  that  the  public  shall  control.  The 
present  machine  is  intensely  personal.  Like  the  old  turnpike 
system  it  has  served  its  purpose,  but  is  outgrown  and  has  got 
to  go.  In  fact,  it  has  become  so  bad  that  it  simply  cannot  obey 
the  law.  Only  the  other  day  the  Supreme  Court  of  the  United 
States  refused  to  interfere  with  fines  aggregating  over 
$200,000  imposed  on  the  New  Jersey  Central  for  illegal  dis- 
criminations in  favor  of  a  coal  company.  And  a  few  years 
ago  the  New  York  Central  was  heavily  fined  for  rebates  on 
sugar  shipments.  Nor  is  the  Pennsylvania  Railroad  free  from 
guilt.  Railroad  competition  has  degenerated  into  criminal 
competition — competition  in  giving  criminal  rebates  and 
secret  discriminations.  The  great,  fundamental  trouble  is  that 
these  directors  represent  no  one  but  themselves.  They  don't 
represent  the  stockholders  nor  the  investors  nor  the  public. 
Graft  also  has  crept  in,  but  the  situation  is  ugly  enough  with- 
out going  into  all  of  that.  Private  control  is  the  source  of 
our  troubles. 

I  come  now  to  "Lex's"  charge  that  my  proposition  is 
practically  Government  ownership.  It  is  very  far  from  Gov- 
ernment ownership.  In  fact,  it  is  four  removes  from  Govern- 
ment ownership,  because  four  distinct  and  formidable  lines  of 
intrenchments  would  bar  the  politicians;  (i)  the  President 
and  Senate  selecting  the  Federal  Railroad  Board;  (2)  the 
board  itself;  (3)  the  railroad  directors  selected  by  the  board; 
(4)  the  general  managers  selected  by  the  directors.  Still 
other  obstructions  are  possible.  For  instance,  the  directors 
selected  by  the  board  might  be  vetoed  by  stockholders  voting 
by  letter.  Even  the  privilege  of  protest  by  the  stockholders 
would  check  the  board.  Under  Government  ownership  a  Sec- 
retary of  Railroads  as  a  new  member  of  the  Cabinet  would 
distribute  railroad  offices  like  the  Postmaster-General,  but  the 
above  proposition  is  like  the  Federal  Reserve  Board,  far  re- 
moved from  politics. 


"Lex"  refers  to  the  New  York  Postmaster  as  showing  the 
"spoils"  system.  To  my  mind  that  incident  has  a  far  deeper 
significance.  It  shows  that  pubHc  opinion  has  a  reach  long 
enough  and  a  grip  strong  enough  to  make  even  the  highest 
hesitate.  That  same  public  opinion  would  watch  a  Federal 
Railroad  Board,  and  the  stockholders  would  be  a  vigilance 
committee  much  more  interested  than  they  are  now.  There 
would  be  little  chance  for  a  political  machine. 

Some  great  change  is  impending.  The  railroads  are 
writhing  under  "regulation."  Public  facilities  are  cramped. 
Investors  are  dissatisfied.  Money  cannot  be  had.  The  public 
is  hostile  to  the  "control."  The  Government  has  seized  con- 
trol of  railroad  income  by  controlling  rates,  without  assuming 
any  responsibility  for  financial  results.  The  time  has  come 
for  the  Government  to  take  full  control  and  assume  the  re- 
sponsibility as  well  as  the  power.  Under  the  Monroe  Doc- 
trine we  would  not  let  Europe  furnish  a  policeman  and  would 
not  furnish  one  ourselves.  But  that  would  not  do,  and  now 
look  at  Cuba,  Santo  Domingo,  Hayti  and  others.  The  Amer- 
ican Government  having  assumed  power  over  the  railroads,  is 
now  bound  to  assume  responsibility,  name  the  directors  and 
assure  a  fair  income  to  investors. 

And  so  I  say  in  answer  to  "Lex" : 

1.  Railroad  stockholders  care  nothing  about  the  com- 
pany nor  about  voting.  All  that  they  care  for  are  dividends. 
They  do  not  control  now  and  never  will. 

2.  The  present  self -perpetuating  oligarchy  of  insiders 
who  control  the  railroads  have  got  to  go ;  not  as  operating  men 
but  as  dictators.  They  don't  represent  the  public  nor  the 
stockholders.  They  represent  only  themselves  and  generally 
have  only  a  very  small  stake  in  the  enterprise. 

3.  The  public  has  already  seized  irresponsible  control  by 
laws  and  commissions  and  should  now  be  required  to  assume 
responsible  control  by  naming  the  directors. 

4.  If  "Lex"  imagines  that  Congress  will  grant  Federal 
charters  merely  to  increase  railroad  power  and  decrease  State 
control  he  will  be  disappointed.     Federal  charters,  if  granted 
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at  all,  will  be  to  take  public  control  of  the  railroads,  put  an  end 
to  the  present  miserable  commission  rule  and  assure  a  reason- 
able return  to  the  investor. 

Of  course  all  railroad  men  and  bankers  will  oppose  this. 
Men  do  not  easily  give  up  a  power,  and  for  fifty  years  they 
have  had  it.  But  a  change  is  impending.  The  railroad  oli- 
garchy has  got  to  go,  and  the  only  question  is  the  order  of  its 
going.  Now,  when  the  railroads  are  knocking  at  the  door  for 
relief — now  is  the  time  to  put  out  the  usurpers.  There  will 
be  no  peace  until  the  public  has  control.  Shall  it  be  some  such 
control  as  is  outlined  above,  or  shall  it  be  Government  owner- 
ship?   Take  your  choice.  Civitas. 

April  3,  19 1 6. 


(From  New  York  Sun,  April  11,  1916.) 

THE  FEDERAL  INCORPORATION  OF  RAILROADS 
Why  It  Is  Preferable  to  Government  Ownership 

To  the  Editor  of  The  Sun — Sir:  The  present  sys- 
tem of  railroad  regulation  and  control  is  breaking  down.  Con- 
gress is  about  to  consider  how  it  should  be  recast  or  whether 
Government  ownership  is  preferable.  My  belief  is  that  neither 
course  should  be  adopted.  I  believe  we  should  begin  all  over 
again.  My  proposition  is  Federal  incorporation,  directors 
named  by  a  Federal  railroad  board,  prohibition  of  State  regu- 
lation, 3  per  cent  on  the  capital  stock  to  be  guaranteed  by  the 
Government,  with  a  possible  extra  3  per  cent  to  the  stockhold- 
ers if  earned,  all  over  6  per  cent  to  go  to  the  Government.  The 
elements  of  the  problem  are  as  follows  : 

Money — Mr.  Prouty  of  the  Interstate  Commerce  Com- 
mission recently  said  that  regulation  would  break  down,  if  at 
all,  because  investors  would  not  purchase  railroad  securities. 
One  billion  dollars  a  year  is  required  for  necessary  railroad 
extensions,  equipment,  improvements  and  terminals.  At  pres- 
ent the  investors  will  not  furnish  the  money.  They  prefer  in- 
dustrials, foreign  loans.  State  and  city  bonds.     Even  in  these 


24 

flush  times  of  easy  money  the  raih-oads  cannot  get  the  money. 
Government  ownership  of  course  could  furnish  the  money. 
My  plan  would  equally  well  furnish  it,  because  a  Government 
guaranty  is  equal  to  a  Government  bond. 

Excessive  Regulation — Some  forty-five  State  commis- 
sions are  hammering  away  at  the  railroads  and  have  almost 
ruined  them.  Practically  everybody  believes  that  it  should  be 
stopped.  Of  course  Government  ownership  would  stop  it. 
Federal  incorporation  would  equally  well  stop  it,  because  Con- 
gress in  the  Federal  charters  could  prohibit  State  regulation 
of  such  railroads. 

Discrimination  and  Rebates — These  would  cease  with 
Government  ownership.  They  would  cease  equally  well  with 
Federal  incorporation  with  a  Federal  railroad  board  naming 
the  directors,  because  the  public  would  have  control  through 
that  board. 

Wasteful  Competition — President  Ripley  of  the  Atchi- 
son, Topeka  &  Santa  Fe  recently  pointed  out  that  every  night 
five  passenger  trains  start  from  Chicago  to  Kansas  City  on 
five  competing  railroads,  and  yet  one  is  enough  for  the  traffic ; 
and  that  six  trains  start  from  Chicago  to  Omaha  and  five  to 
St.  Paul,  where  one  would  suffice.  Four  twenty  hour  trains 
pass  between  New  York  and  Chicago  daily.  All  of  them  are 
dangerous  to  life.  All  economists  now  admit  that  real  rail- 
road competition  is  a  thing  of  the  past.  In  fact,  railroad  com- 
petition at  present  is  criminal  competition,  competition  in  giv- 
ing secret  rebates  and  discriminations  with  a  dash  of  graft  in 
them.  Every  few  weeks  there  is  a  Government  prosecution 
and  a  railroad  conviction  and  a  heavy  fine.  A  short  time  ago 
the  Supreme  Court  sustained  fines  aggregating  over  $200,000 
on  the  Jersey  Central  alone.  Government  ownership  would 
end  this,  but  Federal  incorporation  and  a  Federal  railroad 
board  naming  the  directors  would  equally  well  end  it.  Waste- 
ful and  criminal  competition  would  cease  in  either  case  be- 
cause the  public  would  have  control.  Furthermore,  railroad 
monopoly  would  become  public  monopoly.  For  instance,  the 
New  York  Central  Railroad's  monopoly  of  freight  trackage 
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in  New  York  city,  now  about  to  be  riveted  down,  to  the  un- 
wise exclusion  of  trunk  lines  terminating  in  Jersey  City,  would 
be  controlled  by  this  Federal  railroad  board  and  many  ambi- 
tious designs  thwarted. 

Wasteful  Regulation  and  Litigation — New  York  State 
alone  in  19 14  expended  $3,792,884.74  on  its  two  commissions. 
Forty-five  States  have  similar  commissions.  Then  there  are 
railroad  officers,  employees  and  clerks  who  do  nothing  but 
attend  commission  hearings.  Then  there  are  the  lawyers.  The 
annual  expense  of  all  this  would  pay  the  interest  on  a  vast 
sum,  which  might  better  be  invested  in  railroad  needs.  Gov- 
ernment ownership  would  eliminate  this,  but  equally  so  would 
Federal  incorporation  with  a  prohibition  against  State  regula- 
tion. 

Conflict  Between  the  Railroads  and  the  Public — When 
the  railroads  were  being  constructed  they  were  very  popular. 
They  opened  up  the  country.  Then  conflict  began,  resulting  in 
State  and  Federal  regulation.  That  conflict  will  continue  be- 
cause it  is  due  to  diversity  of  interests.  There  will  be  no  peace 
until  the  public  fully  controls  the  railroads.  At  present  little 
inside  oligarchies  of  railroad  men  control  them.  The  stock- 
holders have  no  control.  This  cannot  continue.  Government 
ownership  would  put  an  end  to  this  conflict  between  the  rail- 
roads and  the  public,  but  equally  well  would  Federal  incorpora- 
tion do  so,  by  reason  of  the  Federal  railroad  board  controlling 
the  railroads  in  the  interest  of  the  public. 

The  above  six  elements  of  the  railroad  problem  favor 
Government  ownership  as  a  solution,  but  equally  well  would 
favor  my  proposition  as  a  solution.  Let  us  turn  now  to  five 
other  elements  where  Government  ownership  would  do  harm, 
while  I  believe  my  proposition  would  do  good : 

Politics — This  is  the  unanswerable  objection  to  Govern- 
ment ownership.  Politics  for  many  years  was  controlled  by 
the  railroads  so  far  as  they  were  interested.  Then  politics 
attacked  the  railroads  and  is  still  attacking  them.  Politics 
under  Government  ownership  would  control  the  railroads. 
About  2,000,000  railroad  employees  as  voters  would  favor 
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the  party  that  favored  them,  and  that  vote  might  hold  the 
balance  of  political  power  and  demoralize  the  Government.  On 
this  rock  the  great  Republic  might  split  because  of  the  diverse 
industrial  and  commercial  interests  of  different  parts  of  the 
country  and  the  great  prize  of  power.  For  this  reason  the 
American  people  are  opposed  to  Government  ownership.  It 
would  build  up  a  political  machine,  which  would  dominate  the 
Government  itself  in  politics,  finance  and  policy,  and  meantime 
the  efficiency  of  railroad  employees  would  deteriorate  owing  to 
unsafety  of  tenure.  Federal  incorporation,  however,  with  a 
Federal  railroad  board  in  control,  would  be  an  entirely  different 
matter.  Public  opinion  would  insist  on  conservatism  in  the 
President  and  Senate  appointing  a  Federal  railroad  board  and 
in  the  latter  appointing  railroad  directors,  and  in  the  latter  ap- 
pointing general  managers.  Then  if  the  stockholders,  with  a 
possible  higher  dividend  in  prospect,  were  eqquipped  with 
power  to  veto  undesirable  directors  by  letter  vote,  their  protest 
alone  would  be  a  strong  restraining  force. 

Poor  Service^  Uiwiecessary  Service,  Undesirable  Exten- 
sions— Under  Government  ownership  all  of  these  abuses  would 
exist.  Mr.  Logan  G.  McPherson,  lecturer  on  transportation  in 
Johns  Hopkins  University,  in  a  book  published  in  19 lo,  said: 
In  France,  Belgium  and  Italy,  where  socialistic  influences  are  strong 
in  the  Government,  the  number  of  employees  of  the  Government  railways 
has  been  increased  beyond  all  reason  to  make  places  for  political  hench- 
men, with  the  result  that  expenses  are  going  up,  revenue  is  going  down 
and  the  quality  of  service,  from  all  accounts,  is  badly  deteriorating. 

Federal  incorporation,  however,  would  be  a  continuation 
of  the  present  good  service  and  conservatism,  and  a  Federal 
railroad  board  would  be  better  than  the  present  inside  cliques 
which  run  the  railroads. 

Deficit  in  Operation — Government  ownership  would  prob- 
ably result  in  a  large  deficit.  Such  deficit  would  have  to  be 
paid  by  taxes.    Mr.  McPherson  says  as  to  this  : 

In  Switzerland,  where  the  Government  has  sought  to  please  all  the 
people  by  lowering  rates,  increasing  facilities  and  raising  wages,  the  rail- 
ways, which  were  doing  well  under  corporate  management,  show  a  deficit 
after  ten  years  of  governmental  administration.  *  *  *  jj^  Switzerland, 
if  anywhere,  it  might  be  supposed  the  operation  of  railways  ought  to  be 
attended  with  profit.    Under  a  state  administration  they  show  a  loss. 

Federal  incorporation,  with  a  guarantee  of  only  3  per  cent 
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dividends  and  any  kind  of  good  management,  would  avoid  a 
deficit. 

Lower  Rates — The  argument  here  is  pecuHar.  Govern- 
ment ownership  would  give  lower  rates  with  a  deficit  to  be 
paid  by  taxation.  Such  has  been  the  experience  in  Europe. 
Politics  would  enable  particular  localities  to  get  low  rates, 
especially  in  such  a  vast  country  as  this,  where  different  rates 
prevail  in  different  sections,  and  through  rates  are  sometimes 
lower  than  local  rates.  Lower  rates  cannot  be  looked  for  now, 
with  wages,  material  and  expenses  going  up.  Federal  incor- 
poration would  not  reduce  rates,  but  there  would  be  no  deficit. 

National  Debt — A  $15,000,000,000  debt  would  be  in- 
curred by  the  Government  in  purchasing  the  railroads.  The 
amount  is  staggering.  Under  Federal  incorporation  no  debt 
would  be  incurred.  There  would  be  a  3  per  cent  guaranty,  but 
that  guaranty  under  any  kind  of  fair  management  would  be 
earned  by  the  railroads.  The  Government  would  not  be  called 
on  to  pay  a  dollar. 

In  a  few  days  I  will  send  you  a  proposed  act  of  Congress 
embodying  this  plan  of  Federal  incorporation ;  directors  named 
by  a  Federal  railroad  board;  prohibition  of  State  regulation; 
3  per  cent  on  the  capital  stock  to  be  guaranteed  by  the  Govern- 
ment, with  a  possible  extra  3  per  cent  to  the  stockholders  if 
earned ;  all  over  6  per  cent  to  go  to  the  Government. 

New  York,  April  10.  Ci vitas. 


(From  New  York  Sun,  April  19,  1916.) 

FEDERAL  INCORPORATION 
Plan  for  a  Thoroughgoing  Regulation  of  the  Rail- 
roads BY  the  Central  Government — Form  of 
Law  to  Put  Into  Effect  the 
Suggestions  of  "Civitas" 
To  THE  Editor  of  The  Sun — Sir:     I  give  below  the 
form  of  a  proposed  act  of  Congress  carrying  out  my  proposi- 
tion of  Federal  incorporation :    Directors  named  by  a  Federal 
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Railroad  Board;  prohibition  of  State  regulation;  3  per  cent 
on  the  capital  stock  to  be  guaranteed  by  the  government,  with 
a  possible  extra  3  per  cent  to  the  stockholders  if  earned;  all 
over  6  per  cent  to  go  to  the  Government.  The  kernel  of  this 
proposed  act  is  to  have  a  Federal  Railroad  Board  substituted 
for  the  present  inside  coteries  which  dominate  our  railroads. 
The  stockholders  are  at  present  merely  ballast  in  the  hold. 
This  control  is  now  in  the  hands  of  whoever  happens  to  be 
in  or  manages  to  break  in,  and  the  result  is  conflict,  confusion 
and  chaos.  Now  that  the  railroads  are  clamoring  for  Federal 
charters  an  opportunity  occurs  to  change  the  control  from  in- 
side cliques  to  public  control.  That  opportunity  may  never 
occur  again.  I  assert  that  public  control  by  a  Federal  Railroad 
Board  is  not  only  logical  but  is  better  for  the  stockholders,  the 
public  and  the  railroads  themselves.  The  proposed  act  is  as 
follows : 

(This  proposed  act  is  given  in  full  at  the  end  of  this  pamphlet.) 

Judge  Wells  of  the  Municipal  Court,  in  his  letter  to  you 
of  April  12,  says  it  would  be  unconstitutional  for  the  Govern- 
ment to  appoint  railroad  directors.  How  he  figures  that  out 
I  cannot  imagine.  If  he  will  look  at  tlie  Federal  charter  of 
the  Union  Pacific  Railroad  (13  U.  S.  Stat.  361 ;  12  U.  S.  Stat. 
491)  he  will  find  that  there  the  Government  appointed  five  of 
the  fifteen  directors,  and,  of  course,  the  charter  might  have 
provided  for  the  Government  appointing  all  fifteen  Charles 
Francis  Adams,  Frederic  R.  Coudert  and  such  men  were  ap- 
pointed and  served.  Similar  men  would  be  glad  to  serve 
under  the  above  proposed  act.    Compare  that  with  the  present. 

It  is  a  fine  situation  we  are  faced  with ;  stockholders  dor- 
mant; railroad  directors  looking  out  for  themselves;  State 
commissions  hounding  the  railroads;  Interstate  Commerce 
Commission  overwhelmed;  the  railroads  short  of  money;  the 
public  furious. 

In  a  few  days  I  will  write  you  about  the  proposition  now 
being  promulgated  throughout  the  country  by  the  Philadel- 
phia Bourse.    It  is  denominated  "The  Philadelphia  Idea." 

New  York,  April  18.  Civitas. 
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(Editorial  from  New  York  Sun,  April  19,  1916.) 

WHAT  SHALL  BE  DONE  FOR  THE  RAILROADS ^ 

Our  correspondent  **Ci vitas,"  whose  remarkable  letters  to 
the  Sun  on  the  Federal  incorporation  of  railroads  have  at- 
tracted much  attention,  now  crystallizes  his  ideas  on  the  sub- 
ject into  the  form  of  a  proposed  act  of  Congress. 

"Civitas's"  draft  of  a  law  appears  on  this  page.  We  are 
sure  that  its  length  will  deter  nobody  interested  from  examin- 
ing it  thoroughly;  for  if  the  general  plan  of  reform  is  revo- 
lutionary it  is  distinct,  coherent,  carefully  studied  in  its  details 
with  reference  to  Constitutional  limitations,  and,  last  but  not 
least,  consistent  with  the  actual  legislation  that  now  defines 
the  Government's  regulation  of  the  banking  business  through 
the  Federal  Reserve  system. 

It  will  be  observed  that  this  scheme  contemplates  a  great 
deal  more  than  what  has  previously  been  suggested  by  the 
term  "Federal  incorporation" ;  that  is  to  say,  the  mere  transfer 
of  the  business  of  incorporating  and  the  attendant  duties  and 
responsibilities  from  the  State  capitals  to  Washington.  Our 
description  of  it  as  revolutionary  is  fully  justified  by  such 
features  as  the  proposed  Government  guarantee  of  a  certain 
percentage  of  dividend  on  the  railroad  stocks;  the  limitation 
of  dividends  and  the  enforced  application  of  excess  earnings 
to  extension  and  improvement;  the  appointment  of  Govern- 
ment directors ;  the  destruction  of  proportionate  private  owner- 
ship control  by  the  establishment  of  a  new  scale  of  value  for 
shares  voted. 

Would  the  railroads  themselves,  meaning  both  majority 
management  and  investors,  minority  as  well  as  majority,  wel- 
come so  radical  a  change?  That  remains  to  be  seen.  Certain 
it  is  that  In  the  present  chaos  of  regulation,  with  the  hapless 
and  helpless  railroads  held  as  between  the  two  manganese  steel 
jaws  of  a  Government  vise,  one  forcing  down  the  possible  in- 
come, the  other  forcing  up  the  inevitable  expenditures  of  opera- 
tion, it  is  easily  conceivable  that  railroad  men  and  railroad 
owners  are  in  a  mood  to  welcome  with  eagerness  and  study 
with  heartfelt  interest  any  intelligent  plan  of  relief  short  of 
absolute  Government  ownership. 
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(From  New  York  Sun,  April  25,  1916.) 

FEDERAL   INCORPORATION 
The    Philadelphia    Bourse    Plan    Exhibited    and 
Examined 
To  THE  Editor  of  The  Sun     Sir:     The  Philadelphia 
Bourse   was    chartered    twenty-five   years    ago.    Within    the 
spacious  halls  of  its   stately  building  are  gathered   the  ex- 
changes of  the  great  city.     It  represents  the  business  intelli- 
gence of  Philadelphia,  and  hence,  inasmuch  as  a  few  months 
ago   it    formulated    and    sent    to    commercial    organizations 
throughout  the  United  States  ten  propositions  relative  to  the 
railroad  problem  they  are  deserving  of  high  consideration, 
coming  as  they  do  from  such  a  disinterested,  intelligent  and 
prominent  body  of  men.    They  are  as  follows  : 

1.  Federal  incorporation.     This  certainly  is  desirable. 

2.  Present  State  charters  to  be  retained  and  Federal  char- 
ters added.  This  is  an  astonishing  proposition.  It  would 
open  another  Pandora's  box.  The  railroads  themselves  can- 
not afford  to  have  compound  charters.  The  crying  need  to- 
day is  for  railroads  to  have  less  of  State  charters ;  not  to  pre- 
serve them.  The  strongest  argument  in  favor  of  a  Federal 
charter  is  to  enable  the  railroads  to  get  away  from  State  regu- 
lation and  exactions.  But  this  would  not  happen  if  at  the 
same  time  they  retained  their  State  charters.  We  would  still 
have  conflict  of  State  regulation  with  national  regulation ;  State 
commissions  with  the  Interstate  Commerce  Commission ;  State 
persecution  with  national  helplessness.  For  instance,  look  at 
the  exactions  an  interstate  railroad  now  pays  to  some  of  the 
States  to  issue  stock  or  bonds.  The  New  Haven  cannot  even 
mortgage  its  property  without  the  consent  of  all  of  the  States 
through  which  it  passes.  Massachusetts  recently  held  a 
coroner's  inquest  over  the  wild  and  reckless  career  of  that  same 
railroad,  legal  under  its  Connecticut  charter,  illegal  under  its 
Massachusetts  charter.  And  now  it  is  proposed  that  that  con- 
fusion shall  continue.  It  certainly  is  a  hydra-headed  propo- 
sition. If  the  railroads  retain  their  State  charters  the  States 
cannot  be  deprived  of  their  right  to  regulate  their  own  crea- 
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tions.  The  demand  today  is  that  railroads  be  free  from  State 
regulation.  If  the  railroads  have  Federal  charters  only,  this 
is  possible,  but  if  the  State  charters  are  also  retained  it  is  not 
possible. 

And  there  is  another  phase  of  the  matter.  Of  course  all 
the  railroads  would  like  to  keep  all  of  their  State  privileges. 
But  why  should  they  receive  the  new  and  not  give  up  the  old  ? 
For  forty  years  they  have  begged,  bribed  and  bargained  for 
tax  exemptions,  special  franchises,  monopolistic  privileges  and 
all  sorts  of  jug  handled  advantages.  And  now  it  is  proposed 
that  they  keep  all  they  have  got  and  get  a  Federal  franchise 
besides.  Not  at  all.  This  is  too  good  an  opportunity  to  solve 
this  railroad  problem  once  for  all. 

Philadelphia  is  wrong.     No  man  can  serve  two  masters. 

3.  State  regulation  to  be  prohibited  as  to  railroads  having 
Federal  charters.  This  is  right,  but,  as  stated  above,  how  is 
it  possible  if  State  charters  are  retained  ? 

4,  5,  6,  7,  8,  9.  Now  comes  a  bewildering  multiplication 
of  district  commissions;  a  mixture  of  business  men,  railroad 
men  and  lawyers;  appeals  on  ''questions  of  principle";  the 
Interstate  Commerce  Commission  to  be  a  grand  court  of  ap- 
peals, sitting  twice  a  year  for  thirty  days;  duplication  of  ma- 
chinery without  end;  commission  on  commission;  doubt  on 
doubt ;  Pelion  on  Ossa.  Already  we  have  forty-six  State  com- 
missions, one  Interstate  Commerce  Commission,  thousands  of 
contests,  tens  of  thousands  of  lawyers,  witnesses,  experts  and 
investigators ;  anarchy  broken  loose.  For  Heaven's  sake,  have 
we  not  commissions  enough  already?  Do  you  want  more 
quack  doctors  and  quack  medicines?  Sage  of  Chelsea;  ghost 
of  Smelfungus,  "glass  crackers,  fire  balls,  flaming  serpents, 
sleeping  gun  powder,  burning  dust  flashing  up  sky  high  on  a 
sudden,  heels  over  head  in  a  torrent  of  roaring  debris.  In- 
finite owlery.  Floundering  stupidity  at  the  top  of  the  world. 
Unintelligible  pipe  clay,  and  dreary  continent  of  sand  and  cin- 
ders."   But  enough! 

10.  Limitations  on  Interstate  Commerce  Commission. 
The  more  limitations  the  better.    But  better  still,  eliminate  the 
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cause  of  the  controversies.  The  cause  of  the  controversies  is 
the  irresponsible  railroad  directorates,  which  do  not  represent 
the  stockholders  or  the  bondholders  or  the  public.  They  repre- 
sent themselves  or  are  mere  "dummies"  for  Wall  street.  If 
the  public,  through  a  Federal  railroad  board,  controlled  the 
appointment  of  railroad  directors  the  Interstate  Commerce 
Commission  would  have  little  to  do.  And  a  Federal  charter 
can  bring  about  that  very  thing.  Federal  incorporation  is  an 
excellent  thing,  but  with  it  there  should  come  directors  named 
by  a  Federal  railroad  board ;  prohibition  of  State  regulation ;  3 
per  cent  on  the  capital  stock  to  be  guaranteed  by  the  Govern- 
ment, with  a  possible  extra  3  per  cent  to  the  stockholders  if 
earned;  all  over  6  per  cent  to  go  to  the  Government.  The 
railroad  stockholders  do  not  elect  railroad  directors,  anyway. 
They  merely  give  their  proxies  to  the  insiders.  Limitations  on 
the  Interstate  Commerce  Commission  would  be  automatic  if 
the  railroad  directors  were  named  by  a  Federal  railroad  board, 
because  public  control  would  not  contest  with  itself.  The  pro- 
posed act  of  Congress  which  you  published  last  week  would 
accomplish  all  this. 

Meantime  all  credit  to  Philadelphia.  It  is  organizing  a 
comprehensive  discussion,  while  New  York  gorges  itself  on 
trade,  with  no  thought  for  the  morrow  except  money. 

New  York,  April  24.  Civitas. 


(From  New  York  Sun,  May  2,  1916.) 

FEDERAL  INCORPORATION 
"Civitas"    Explains    to    Ivestors    Their    Interest    in 

His  Plan 
To  THE  Editor  of  The  Sun — Sir:     Mr.  Wild  of  Balti- 
more in  his  letter  to  you  of  April  19  says  that  my  plan  con- 
fiscates the  interests  of  stockholders.    He  summons  me  to  stop 
until  I  explain,  and  so  I  write  this  letter  to  investors. 

My  plan  does  not  contemplate  the  exchange  of  share  for 
share.     In  fact,  one  and  a  half  shares  of  the  guaranteed  stock 
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may  be  issued  for  one  share  of  old  stock  worth  $150.  Or  one 
share  of  new  may  be  issued  for  two  shares  of  old  worth  $50 
each.  The  Federal  railroad  board  would  determine  all  that. 
Nor  are  the  present  stockholders  obliged  to  come  into  the 
Federal  railroad  incorporation  at  all.  On  the  contrary,  they 
may  stay  out  if  they  wish.  Then  if  the  Federal  corporation 
desires  their  stock  it  must  be  condemned.  But  that  is  not  con- 
fiscation. On  the  contrary,  the  award  would  be  the  full  value 
of  the  stock.  For  over  twenty  years  New  York  has  had  such 
a  statute  where  a  corporation  sells  its  property  (Stock  Corp. 
Law,  sec.  17).  Or  another  thing  may  happen  under  the  pro- 
posed act  of  Congress.  The  Federal  corporation  may  con- 
demn the  railroad  itself,  and  in  that  event  the  Federal  corpor- 
ation would  pay  the  full  value  of  the  railroad  itself,  and  then 
the  present  stockholders  would  get  their  full  proportionate 
part  upon  distribution  of  the  award.  In  any  case  Mr.  Wild's 
stock  would  be  protected.  Personally  I  think  he  would  find  it 
to  his  advantage  to  turn  in  his  stock  voluntarily  to  the  Fed- 
eral corporation,  because  the  new  stock,  with  a  United  States 
guaranty  of  dividends,  would  be  worth  more  in  the  market 
than  his  present  stock. 

And  now  to  investors  generally,  bondholders  and  stock- 
holders: You  have  $15,000,000,000  at  stake.  Your  invest- 
ment is  in  bad  shape.  At  present  we  have  a  flurry  of  railroad 
prosperity,  but  that  will  not  survive  the  war.  Your  $15,000,- 
000,000  is  in  jeopardy  because  the  West  believes  much  of  it 
is  "water."  And  the  West  has  the  votes  in  Congress  and  out 
of  Congress.  It  has  been  urging  on  regulation  for  the  past  ten 
years. 

But  at  last  regulation  has  o'erleaped  itself.  Railroad  con- 
struction has  stopped  and  the  whole  country  is  suffering.  The 
railroads  have  got  to  have  $1,000,000,000  a  year  for  several 
years  to  provide  for  the  growth  of  traffic.  Three  things  are 
possible : 

I.  The  Interstate  Commerce  Commission  might  allow 
higher  railroad  rates  to  re-establish  railroad  credit.  That  will 
not  happen. 
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2.  Government  ownership.    That  is  still  far  off. 

3.  Federal  incorporation.  That  is  likely,  but  Federal  in- 
corporation will  not  in  itself  raise  the  $1,000,000,000  a  year. 
In  fact,  Federal  incorporation  will  merely  enable  the  railroads 
to  shake  off  State  regulation.  Mr.  Thom,  the  talented  coun- 
sel representing  over  83  per  cent  of  the  railroad  mileage  of 
the  country  (significant  of  much),  testified  before  a  Congres- 
sional committee  on  February  25,  19 16,  that  the  railroads 
"propose  that  there  shall  be  a  system  of  compulsory  Federal 
incorporation  of  all  carriers  engaged  in  interstate  commerce" 
(pp.  Ill,  115).  But  beware  of  Greeks  who  appear  bearing 
rich  gifts.  Federal  incorporation  will  not  in  itself  increase 
the  railroad  rates,  and  without  such  increase  the  railroads  can- 
not get  $1,000,000,000  a  year.  It  is  evident  that  some  radical 
move  is  necessary,  with  the  public  admitted  into  the  copartner- 
ship. Accordingly  I  propose  a  form  of  Federal  incorporation 
similar  to  that  of  the  Federal  charter  to  the  Union  Pacific 
Railroad  many  years  ago,  except  that  I  would  have  the  Gov- 
ernment name  all  of  the  directors  instead  of  five  out  of  fifteen, 
as  was  done  in  that  charter. 

I  further  propose  that  the  Government  shall  name  these 
directors  by  means  of  a  Federal  railroad  board.  I  further  pro- 
pose for  your  benefit  that  the  Government  shall  guarantee  3 
per  cent  dividends  on  the  new  stock  of  the  Federal  corpora- 
tions, you  to  receive  also  an  additional  3  per  cent  if  earned 
and  declared,  the  Government  to  take  the  surplus.  If  that 
were  done  the  $1,000,000,000  a  year  could  easily  be  raised 
and  your  $15,000,000,000  investment  would  be  safe.  As  to 
a  Federal  railroad  board  naming  the  directorate  you  would 
be  giving  up  nothing.  You  at  present  have  the  right  to  vote, 
but  you  don't  vote.  You  send  in  your  proxies.  And  what 
kind  of  directorate  have  you  got?  Have  you  ever  looked 
them  over  ?  Do  you  know  their  characteristics  ?  Do  they  try 
to  do  the  fair  thing?  Or,  on  the  contrary,  are  they  always 
trying  to  beat  somebody,  either  the  public  or  some  member  of 
the  public? 

These  questions  are  vital  because  they  show  why  the 
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railroads  are  hated.  These  directors  are  looked  upon  by  the 
public  as  being  hard  as  flint  and  cold  as  steel,  and  the  public 
distrusts  them.  So  long  as  that  continues  your  $15,000,000,- 
000  investment  will  be  attacked.  You  have  got  to  get  rid  of 
them  before  you  can  placate  the  public.  Your  safety  lies  in 
the  present  directors  being  put  out  and  a  Federal  Railroad 
Board  being  put  in.  The  proposed  act  of  Congress,  which 
was  published  in  the  Sun  week  before  last,  would  bring  this 
about. 

The  country's  good  is  the  first  consideration  with  all  of 
us.  There  is  discord  everywhere  over  this  question.  Every 
one  cries  peace,  but  there  is  no  peace.  Regulation  has  failed  as 
a  complete  remedy.  Government  ownership  is  not  fitted  to 
our  institutions  and  temperament.  But  here  we  are  in  a  dead- 
lock. Our  railroads  are  under  the  control  of  men  who  are  not 
entitled  to  control.  These  railroads  are  great  national  high- 
ways, and  the  public  is  entitled  to  control  them  instead  of 
their  being  used  for  private  gain.  The  railroads  are  seeking 
Federal  incorporation  to  escape  annihilation  by  the  States, 
and  now  is  the  time  and  opportunity  to  vest  the  control  in  a 
Federal  railroad  board  instead  of  in  a  self-elected,  self-per- 
petuating and  self-aggrandizing  autocracy.  Your  $15,000,- 
000,000  already  in  and  $1,000,000,000  a  year  to  go  in  call  for 
thought  and  action  on  your  part.  Civitas. 

New  York,  May  i. 


(From  New  York  Sun,  May  10,  1916.) 

FEDERAL    INCORPORATION 
What  It  Would  Do  for  the  Railroads  and  for  Their 

Stockholders 
To  THE  Editor  of  The  Sun — Sir:  The  Railroad  Busi- 
ness Association  is  a  New  York  organization.  Some  286 
great  manufacturing  and  contracting  corporations  scattered 
throughout  the  Union  make  up  its  membership.  They  are 
producers  of  steel  and  iron  and  coal,  of  locomotives,  cars  and 
railway  supplies.     Railroads  and  railroad  men  are  not  ad- 
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mitted,  but  they  are  customers  of  the  members  and  hence  there 
is  naturally  a  strong  railroad  bias.  That  association  was 
formed  several  years  ago  to  deal  with  the  railroad  problem. 
It  proposes  no  remedies,  but  points  out  the  troubles.  It  issues 
^'bulletins"  from  time  to  time.  The  latest  one  summarizes 
railroad  grievances  as  follows :  The  injury  to  one  State  by 
exactions  from  railroads  in  other  States;  duplication  of  cost 
by  different  States  having  different  regulations ;  deliberate  at- 
tacks by  one  State  on  the  commerce  of  another  State ;  ruin  of 
railroad  resources  by  State  actions;  limited  tracks  and  ter- 
minals due  to  the  same  cause;  conflicting  and  overlapping 
jurisdictions  over  railroads;  regulation  by  railroad  zones, 
which  are  artificial;  Interstate  Commerce  Commission  acting 
as  advocate,  prosecutor,  jury,  judge  and  expert;  subordinate 
officials  making  decisions ;  lack  of  power  of  the  commission  to 
order  higher  rates ;  protection  of  the  shipper  without  protection 
of  the  railroad;  failure  to  give  such  rates  as  will  enable  the 
railroads  to  obtain  fresh  money  to  keep  up  with  the  growth 
of  the  country. 

This  certainly  is  a  formidable  indictment.  And  it  is  true, 
every  word  of  it.    "Guilty!" 

But  how  about  that  other  indictment?  I  refer  to  the 
indictment  which  is  now  being  tried  out  before  the  bar  of  pub- 
lic opinion — the  indictment  of  past  and  present  railroad  direc- 
torates. The  indictment  charges  that  they  are  there  because 
they  happen  to  be  there,  or  because  they  have  broken  in,  or  be- 
cause they  inherited  their  position,  or  because  they  took  it  by 
default,  the  old  directors  having  scuttled  away  like  rats.  The 
indictment  further  charges  that  those  directors  are  the  cause 
of  our  troubles  and  that  it  is  time  for  them  to  go.  They  have 
caused  the  stockholders  to  lose  hundreds  of  millions  of  dol- 
lars. They  have  aroused  the  hosility  of  the  public.  They 
have  driven  away  the  investor.  They  have  been  incom- 
petent and  at  times  crooked.  They  have  run  the  rail- 
roads as  though  they  owned  them.  They  still  pine  for 
the  fine  and  free  old  days  when  "all  sorts  of  rates  could  be  had 
and  all    sorts  of  tariffs  could  be  found."     They  have  been  in 
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power  for  forty  years.  They  are  a  fizzle  and  a  failure.  They 
are  utterly  discredited.  *'Mene,  mene,  tekel  upharsin."  So 
runs  the  indictment.  And  it  is  a  true  bill.  ''Guilty"  is  again 
the  verdict. 

But  what  are  we  going  to  do  about  it?  Federal  incor- 
poration alone  will  not  insure  proper  railroad  directors.  It 
would  merely  continue  present  ones.  Railroad  men  and  bank- 
ers want  Federal  incorporation  merely  to  escape  State  persecu- 
tion. They  have  no  idea  of  giving  up  their  power.  Not  at 
all.  They  don't  propose  to  give  up  anything.  It  is  useless  to 
argue  with  them  that  a  Federal  Railroad  Board  would  name 
better  directors;  better  for  the  stockholders,  the  bondholders, 
the  public,  better  for  the  railroads  themselves.  The  present 
railroad  directors  believe  that  the  railroads  couldn't  go  on 
without  them.  The  national  banks  had  the  same  idea  about 
banking  until  the  Federal  Reserve  Board  taught  them  better. 

The  public  has  no  grievance  against  the  railroads  them- 
selves; those  massive  locomotives,  those  beautiful  coaches, 
those  humble  lumbering  freight  cars,  those  towering  bridges, 
those  solid  embankments,  those  heavy  rails,  true  as  steel — all 
patiently  waiting  to  do  the  will  of  man.  Neither  has  the  pub- 
lic any  grievance  against  those  faithful  and  efficient  engineers, 
firemen,  conductors,  brakemen,  station  agents  and  yardmen. 
In  other  words,  the  public  grievance  is  not  against  the  rail- 
roads and  their  operatives,  but  is  against  the  small  coteries  of 
men  who  dominate  them — dominate,  not  for  the  public  good, 
but  for  their  own  ends. 

Fifty  years  ago  the  New  England  railroads  gave  free 
rides  to  their  stockholders  to  attend  annual  meetings  to  elect 
directors.  Men  and  women,  farmers,  tradesmen  and  small 
manufacturers  all  held  a  few  shares  and  attended,  as  they 
attended  the  old  New  England  town  meeting,  to  elect  the  best 
men,  the  wisest  heads.  Now,  however,  gigantic  corporations 
with  hundreds  of  millions  of  capitalization  and  tens  of  thou- 
sands of  stockholders,  scattered  far  and  wide,  hold  their  an- 
nual elections  hundreds  of  miles  away  from  the  stockholders. 
Personal  attendance  is  impossible  and  so  the  proxy  system  has 
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grown  up.  The  Union  Pacific  holds  its  annual  meeting  in 
Utah;  the  Southern  Pacific  in  Kentucky.  Single  stockholders 
no  longer  count,  and  the  owner  of  even  a  million  dollars  of 
stock  has  no  more  influence  than  a  feather  in  a  gale  of  wind. 
That  mode  of  electing  directors  is  a  farce.  The  old  rotten 
boroughs  of  England  are  again  in  evidence  in  these  annual 
railroad  meetings.  The  result  is  New  Haven,  Frisco  and 
Rock  Island.  Such  episodes  will  keep  on  occurring  so  long 
as  this  system  continues.  Federal  incorporation,  without  pro- 
vision for  control,  would  be  like  sending  a  ship  into  an  un- 
known sea  without  chart,  compass,  landmark  or  pilot.  Fed- 
eral incorporation,  however,  with  a  Federal  Railroad  Board, 
named  by  the  President  and  approved  by  the  Senate,  would 
give  strong,  intdligent  public  control  and  stop  the  abuses 
detailed  above. 

In  a  few  days  I  will  reply  to  a  letter  from  Auburn,  Pa., 
printed  in  the  Sun  of  April  28,  demanding  to  be  informed  how 
railroad  labor  would  be  affected  by  my  proposal. 

New  York,  May  8.  Civitas. 


(From  New  York  Sun,  May  17,  1916.) 

FEDERAL   INCORPORATION 
What  a  Federal  Railroad  Board  Would  Do  for  Labor 

To  THE  Editor  of  The  Sun — Sir:  "W.  A.  H."  of 
Auburn,  Pa.,  in  his  letter  to  you  of  April  27  attacks  my  plan 
because  it  does  not  solve  the  labor  question,  although  he  him- 
self says  this  labor  trouble  faced  ancient  Egypt  and  has  trickled 
down  through  the  ages.  His  point  is  that  a  Federal  Railroad 
Boarl  selecting  railroad  directors  might  make  matters  worse. 

My  first  answer  is  that  present  railroad  directors  do  not 
and  cannot  handle  the  labor  question  because  they  are  not 
backed  up  by  public  sentiment,  while  a  Federal  Railroad  Board 
representing  the  public  would  get  that  backing.  This  in  con- 
nection with  the  well  recognized  fact  that  a  great  strike  never 
succeeds   as    against   public   sentiment   clinches    the   answer. 
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Strikes  would  be  fewer;  violence  less  frequent;  protection  more 
certain,  and  arbitration  more  just  and  responsive  to  the  far  off 
good  of  all. 

I  cannot  imagine  anything  worse  than  the  present  situ- 
ation. Higher  wages  are  being  demanded  and  obtained  con- 
tinually. The  railroads  are  helpless  because  the  public  has  no 
sympathy  for  them.  All  that  the  public  demands  is  that  traf- 
fic shall  not  be  stopped.  Put  in  charge  a  Federal  Railroad 
Board,  named  by  the  President  and  approved  by  the  Senate, 
as  I  propose,  and  the  public  will  quickly  oppose  any  unreason- 
able demand  for  higher  wages. 

But,  intimates  "W.  A.  H.,"  the  Federal  Railroad  Board 
would  truckle  to  the  labor  vote.  Does  the  Supreme  Court 
truckle?  Does  the  Federal  Reserve  Board  truckle?  Did 
Charles  Francis  Adams  truckle  on  this  question  when  he  was 
Railroad  Commissioner  for  Massachusetts?  In  his  autobiog- 
raphy published  a  few  days  ago  by  the  Massachusetts  His- 
torical Society  he  points  out  (page  174)  how  as  a  Railroad 
Commissioner  in  1877  he  stopped  railroad  strikes  in  New  Eng- 
land by  invoking  enlightened  public  opinion,  based  on  a  public 
investigation  of  the  facts.  That  was  in  connection  with  a  strike 
of  engineers  on  the  Boston  &  Maine,  and  Mr.  Adams  says  that 
for  twenty-three  years  thereafter  there  were  no  strikes  by  rail- 
road train  operatives  in  New  England.  And  this  was  the 
same  Charles  Francis  Adams  who  was  afterward  one  of  the 
Government  directors  in  the  Union  Pacific  Railroad,  appointed 
by  the  President  of  the  United  States.  Nor  was  Charles 
Francis  Adams  an  exceptional  appointment.  Others  were 
Mark  Hanna,  Nathaniel  Niles,  James  F.  Wilson,  Frederic  R. 
Coudert,  Colgate  Hoyt,  John  F.  Plummer,  E.  Ellery  Anderson, 
B.  F.  Wade,  Jesse  Spaulding,  A.  Kountze,  Joseph  W.  Pad- 
dock, George  G.  Haven,  Don  M.  Dickinson,  William  J. 
Coombs,  Franklin  MacVeagh,  Fitzhugh  Lee  and  other  men 
well  known  between  1864  and  1897,  when  that  railroad  passed 
out  from  under  the  Federal  charter  by  foreclosure  sale.  Many 
of  these  directors  were  army  officers  during  the  civil  war,  with 
the  training  of  civil  engineers,  a  profession  to  be  relied  upon 
for  eflficiency  and  honesty. 
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If  such  men  as  the  above  with  public  sentiment  back  of 
them  could  not  handle  the  labor  question,  what  chance  have 
the  present  railroad  directors  with  no  public  sentiment  at  all 
to  support  them? 

I  am  aware  that  Government  ownership  could  not  suc- 
cessfully grapple  with  this  labor  question.  European  experi- 
ence teaches  us  that.  But  as  pointed  out  in  my  letter  to  you  of 
April  3,  my  proposal  is  far  removed  from  Government  owner- 
ship. 

Let  us  approach  the  subject  from  another  angle.  Is  "W. 
A.  H."  so  sure  that  higher  railroad  wages  are  bad  for  the 
country?  I  was  under  the  impression  that  anything  that 
strengthens  the  mental,  moral  and  physical  fibre  of  railroad 
employees  is  desirable.  Where  can  you  find  a  hardier  class  of 
men  in  this  country  than  the  railroad  engineers;  self-reliant, 
brave,  temperate,  devoted  to  duty,  masters  of  the  hundred 
ton  iron  horse?  Such  men  make  a  nation.  Do  you  not  feel 
like  lifting  your  hat  to  one  of  them,  sitting  in  his  box,  looking 
straight  ahead,  in  charge  of  your  life?  Why  should  he  not 
get  high  wages  ?  Doesn't  he  earn  them  and  can't  we  afford  it  ? 
This  is  the  richest  country  in  the  world,  the  richest  country 
in  all  history.  In  19 12  our  wealth  was  $187,739,000,000.  It 
is  now  over  $200,000,000,000.  Before  the  war  a  leading 
economist  of  England,  in  a  private  conversation  in  New  York, 
said  that  in  a  few  years  the  wages  of  English  workmen  would 
increase  rapidly  on  account  of  the  growing  wealth  and  pros- 
perity. Unfortunately  that  is  now  postponed  indefinitely  by 
the  waste  of  the  war.  But  here  in  America  we  are  growing 
rich  beyond  the  dreams  of  avarice.  Let  us  not  figure  too  closely 
on  the  wages  of  these  railroad  employees.  There  can  be  no 
better  use  of  wealth.  The  oft-repeated  lines  cannot  be  re- 
peated too  often : 

111  fares  the  land,  to  hastening  ills  a  prey, 
Where  wealth  accumulates  and  men  decay. 

I  am  aware  that  there  is  one  serious  aspect  of  this  matter, 
and  that  it  is  beyond  our  control.  Increased  railroad  wages 
mean  increased  cost  of  transportation;  and  the  latter  means 
increased  price  of  goods  manufactured  to  be  sold  abroad. 
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Abroad  those  goods  must  compete  with  European  goods 
manufactured  with  cheap  labor.  If  the  American  price  is  too 
high  our  exports  cease,  and  yet  we  must  export  manufactures 
to  support  our  population.  Unless  we  export  we  shall  have 
want  and  trouble.  Any  present  increase  in  railroad  wages 
would  add  materially  to  the  price  of  manufactured  exports,  and 
to  that  extent  would  cripple  our  industries.  Then  with  toil 
and  turmoil  railroad  wages  would  gradually  have  to  go  down. 
This  is  a  law  of  trade — a  natural  law,  inexorable  in  its  work- 
ings, because  American  wages  cannot  control  the  foreigners' 
cost  of  manufacturing  with  cheap  labor. 

And  so  I  say  with  "W.  A.  H."  that  this  labor  problem  is 
as  old  as  the  Pharaohs  and  has  trickled  down  through  the  ages. 
It  is  the  primeval  question — How  can  I  get  a  living?  Labor 
is  like  the  ocean,  ceaselessly  seeking  an  equilibrium.  Labor 
adjusts  itself.  It  rises  here  and  falls  there;  higher  now  and 
lower  then,  beyond  the  power  of  man  to  control,  but  follow- 
ing always,  sooner  or  later,  the  immutable  law  of  supply  and 
demand. 

In  a  few  days  I  will  write  you  in  regard  to  "Intermoun- 
tain  Railroad  Rates" — a  problem  of  thirty  years  standing,  still 
unsolved.  Civitas. 

New  York,  May  i6. 


(From  New  York  Sun,  May  24,  1916.) 
To  THE  Editor  of  The  Sun — Sir:  One  of  the  irre- 
pressible controversies  in  this  country  is  the  intermountain 
rate  question.  More  than  twenty-five  years  ago  the  Rocky 
Mountain  country  complained  to  the  Interstate  Commerce 
Commission  that  the  railroad  rates  from  the  east  to  the  Rocky 
Mountain  country  were  greater  than  from  the  east  to  the 
Pacific  Coast.  The  commission  in  its  decision  (21  I.  C.  C. 
342)  said: 

"The  intermountain  country,  in  which  Reno  is  a  typical  point,  has 
led  in  this  agitation.  A  shipper  finds  it  difficult  to  reconcile  himself  to 
paying  $500  a  car  for  the  transportation  of  a  car  load  of  merchandise  to 
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his  own  city  when  that  same  carload  will  be  carried  from  the  same  point 
of  origin  through  his  city  to  a  point  500  miles  beyond  for  $300.  Such  a 
condition  appeals  to  all  as  prima  facie  unjust." 

The  excuse  given  by  the  railroads  was  that  the  rate  from 
New  York  to  San  Francisco  competed  with  the  water  rate 
around  Cape  Horn  and  across  Panama,  and  had  to  be  a  low 
rate  or  else  all  the  traffic  would  go  by  water.  As  to  this,  how- 
ever, the  commission  said  (p.  346)  : 

"At  that  time  the  railroad  interests  evidently  determined  upon  driv- 
ing the  ships  from  the  sea,  and  they  very  proudly  admit  that  they  suc- 
ceeded in  this  effort  at  least  to  the  extent  of  nullifying  or  controlling 
the  water  competition." 

The  monopoly  felt  insecure,  however,  because,  as  the  com- 
mission said : 

"Without  a  ship  upon  it,  the  ocean  has  the  power  to  restrain,  in  some 
degree,  the  upward  tendency  of  rail  rates.  A  railroad  may  not  safely 
indulge  its  desire  to  impose  all  the  traffic  will  bear  between  two  ocean 
ports,  and  it  may  truly  be  said  that  the  least  poetical  of  railroad  traffic 
managers  never  looks  upon  the  ocean  without  a  sense  of  awe."  (Page 
352.) 

In  that  decision  in  191 1  the  commission  cut  the  inter- 
mountain  rates  heavily,  but  allowed  the  rate  from  New  York 
to  San  Francisco  to  be  25  points  less  than  from  New  York  to 
Reno.  An  appeal  was  taken  to  the  "Commerce  Court"  (a 
court  abolished  soon  after  being  born)  and  that  court  de- 
clared that  the  commission  was  wrong  (191  Fed.  Rep.  856). 
Then  an  appeal  was  taken  to  the  Supreme  Court  of  the  United 
States  and  that  court  declared  that  the  commission  was  right 
(234  U.  S.  476).  That  was  in  June,  19 14,  and  thirty  days 
later  the  matter  again  went  before  the  commission,  and  this 
time  the  Panama  Canal  had  a  bearing.  The  commission  de- 
cided January  29,  191 5,  that  the  discrimination  might  be  con- 
tinued (32  I.  C.  C.  611).  Three  months  later  the  commis- 
sion rendered  another  decision  relative  to  rates  to  interior 
California  cities,  such  as  Sacramento  and  Stockton.  The 
commission  allowed  the  railroad  to  make  higher  charges  to 
these  interior  California  cities  than  to  California  cities  on  the 
coast.  (34  I.  C.  C.  13.)  Then  the  matter  was  taken  up  by 
those  cities  into  the  United  States  Court  in  California,  and  in 
December,  191 5,  two  out  of  tliree  judges  enjoined  the  rail- 
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roads  from  making  higher  charges  to  these  interior  CaHfornia 

cities.     A  rehearing  has  now  been  granted.     Meantime  the 

Interstate  Commerce  Commission  has  taken  the  matter  up 

again  and  hearings  are  going  on. 

The  Rocky  Mountain  States  still  have  a  grievance.    At  the 

present  time  the  railroad  rates  are  as  follows  on  a  carload  of 

wire. 

New  York  to  San  Francisco $225 

New   York   to    Sacramento 261 

New  York  to  Reno 330 

I  have  before  me  a  letter  from  an  ex-Congressman  of  one 

of  those  States  in  which  he  says : 

"I  predict  that  the  transportation  question,  west  of  the  Mississippi,  is 
one  which  will  have  to  be  adjusted  on  an  equitable  basis  or  there  will  have 
to  be  a  revolution." 

This  is  strong  language,  but  shows  the  intensity  of  the 

feeling.    The  commission  itself  in  its  decision  said  : 

"How  have  the  carriers  justified  this  blanket  to  the  coast  but  not  to 
intermediate  points?  Long  before  the  blanket  had  been  stretched  to  its 
present  western  extent  the  community  intermediate  between  its  eastern 
border  and  the  Pacific  made  a  protest  against  the  injustice  that  was  being 
done.  For  nearly  a  quarter  of  a  century  this  complaint  has  been  heard 
and  has  ceased  at  times  only  to  be  revived  with  greater  earnestness.  A 
line  of  railroad  policy  which  leads  to  such  result  may  be  presumed  to 
have  in  it  something  artificial  and  unnatural.  That  which  appeals  to  us 
as  unnatural  in  this  situation  is  that  rates  which  are  said  to  be  less  than 
reasonable  because  compelled  by  ocean  competition  are  made  from  points 
where  we  can  find  no  such  competition."     (Page  354.) 

"Surely  a  railroad  policy  adapted  to  the  conditions  of  one  day  may 
probably  change  with  the  conditions  of  another,  and  in  the  very  nature 
of  things  it  must  be  apparent  that  the  transcontinental  carriers  cannot 
continue  forever  charging  higher  rates  to  the  intermountain  country  than 
to  the  coast  from  the  Middle  West."    (Page  365.) 

A  thousand  years  ago  the  robber  barons  of  the  feudal 
system  swooped  down  from  their  castles  on  the  hills  and 
levied  tribute  on  the  passing  caravans.  To-day  the  railroad 
barons  carve  up  the  railroad  world  and  levy  tribute  on  the 
commerce  of  the  country.  The  above  shows  the  result;  the 
mountain  States  with  a  deep  seated  grievance  of  thirty  years' 
standing;  Sacramento,  Stockton  and  other  interior  California 
cities  with  another  grievance;  transcontinental  railroads  cut- 
ting rates  to  run  out  steamship  competition;  high  railroad 
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dividends  with  high  rates  on  interior  traffic.  No  wonder  there 
is  wild  talk  about  revolution.  Many  years  ago  the  transcon- 
tinental railroads  delegated  to  Huntington  the  fell  work  of 
eliminating  steamship  competition  around  the  Horn  and  across 
Panama.  The  Interstate  Commerce  Commission  in  its  de- 
cision tells  how  Huntington,  well  qualified,  effectively  did  the 
work.  And  all  over  the  country  there  are  similar  episodes  of 
less  magnitude;  discriminations  between  communities  and 
cities  and  town ;  discriminations  between  shippers ;  discrimina- 
tion in  violation  of  the  criminal  law.  Every  few  days  some 
corporation  or  individual  is  prosecuted  and  fined  for  such  dis- 
criminations, and  for  every  conviction  there  probably  are  fifty 
discrinlinations  not  detected  or  proved.  Does  anyone  im- 
agine that  this  can  continue  ?  And  yet  will  it  ever  cease  under 
the  present  system  of  control  ?  Those  questions  answer  them- 
selves. It  is  as  plain  as  day  that  some  new  sytem  of  control  is 
necessary,  and  it  must  be  some  form  of  public  control.  Fed- 
eral incorporation  with  a  Federal  Railroad  Board  naming  the 
railroad  directors  would  give  that  public  control,  without  gov- 
ernment ownership.  Such  abuses  as  the  above  described  in- 
termountain  railroad  rate  discriminations  would  cease  in- 
stantly. Other  discriminations  would  cease  because  compe- 
tition between  the  railroads  would  be  eliminated.  The  British 
Government  since  the  war  began  has  taken  over  and  operated 
the  British  railways  and  has  found  that  there  is  a  great  saving 
in  working  them  as  a  single  unit.  The  stockholders  would  not 
be  injured  and  government  ownership  would  be  avoided  under 
my  proposal. 

The  old  order  of  railroad  autocrats  is  going  out.  A  new 
regime  is  coming  in.  Meantime  regulation  has  been  tried  out 
and  cannot  bridge  the  chasm  between  public  sentiment  and  the 
capital  necessary  for  railroad  purposes.  Federal  incorporation 
is  coming  fast,  but  that  too  will  only  prolong  present  abuses 
unless  public  control  of  the  railroad  directors  is  secured.  What 
the  surgeons  call  a  "capital  operation"  is  necessary. 

I  now  close  this  series  of  letters,  fourteen  in  number.  My 
proposal  is  to  avert  Government  ownership  by  substituting 
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public  control  of  these  great  national  highways  with  a  continu- 
ation of  present  private  ownership.  Civitas. 
New  York,  May  23,  19 16. 


(W.  M.  Acworth,  of  London,  is  the  leading  railway  economist  in 
England,  and  hence  the  following  reprint  of  an  article  by  him  in  "The 
Economic  Journal"  of  March,  1916,  relative  to  the  idea  which  is  elaborated 
in  the  above  letters  may  be  of  interest.) 

I. — A  New  Project  of  Railway  Control  in  the  United  States 
By  W.  M.  Acworth 

The  present  writer  has  often  said  that  the  strongest  argu- 
ment for  the  nationalization  of  railways  is  that,  if  not  national- 
ized, they  must  be  controlled  by  the  State ;  and  that,  so  far,  no 
State  has  worked  out  a  reasonably  satisfactory  system  of  con- 
trol. A  few  years  ago  it  looked  as  though  such  a  system  might 
be  worked  out  in  the  United  States.  But  unfortunately  they 
began  too  late.  And  before  the  wise  people  could  make  their 
work  effective,  the  shortcomings  of  the  companies  in  various 
directions — a  bad  breakdown  of  the  operating  organization,  a 
series  of  disastrous  accidents,  not  a  few  financial  scandals,  and 
so  forth — and,  finally,  the  dread  that  Wall  Street  control,  as 
typified  by  the  late  Mr.  Harriman,  would  establish  an  imperium 
in  imperio,  swept  the  public  off  their  legs ;  and  the  fools  rushed 
in,  with  the  politicians  of  the  baser  sort  at  their  head,  and  pro- 
ceeded to  smash  the  machine.  At  the  present  moment  it  would 
be  difificult  to  find  a  human  being  throughout  the  length  and 
breadth  of  the  States  who  is  satisfied  either  with  the  methods 
of  railway  regulation  at  present  in  force  or  with  the  results 
that  they  have  achieved.  The  recent  appointment,  at  the 
urgent  insistence  of  President  Wilson,  of  a  Congressional 
Commission  to  investigate  the  whole  subject  is  one  sign  of 
the  public  disenchantment.  Another  may  be  found  in  a  paper 
contributed  to  the  Michigan  Law  Review  of  November  last 
by  a  distinguished  company,  or,  as  they  say  in  America,  "cor- 
poration" lawyer,  Mr.  William  W.  Cook. 

Mr.  Cook  is  not  only  Standing  Counsel  to  a  group  of  cable 
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and  telegraph  companies,  but  also  the  author  of  the  standard 
textbook,  Cook  on  Corporations.  Mr.  Cook  says  straight  out, 
"Commission  regulation  as  a  complete  and  final  remedy  is  an 
absolute  failure."  He  proposes  a  sweeping  change:  in  effect 
that  the  Federal  Bank  plan  should  be  applied  to  the  railroads. 
And  he  has  drafted  a  bill  showing  the  manner  in  which  his 
idea  might  be  brought  into  force  by  Congress.  In  outline  his 
scheme  is  as  follows : — There  would  be  formed  five  Regional 
''Federal  Railroad  Companies."  The  five  regions  would  be: 
(i)  New  England;  (2)  What  is  now  known  as  Trunk  Line 
Territory,  namely,  the  whole  of  the  country  north  of  the  Ohio 
and  the  Potomac  that  lies  between  the  Atlantic  and  the  Mis- 
sissippi; (3)  the  southeast  of  the  Mississippi;  (4)  the  south- 
west; and  (5)  the  northwest. 

Each  company  would  issue  sufficient  of  its  own  stock, 
which  would  be  guaranteed  a  fixed  rate  of  dividend  by  the 
United  States  Government,  to  enable  it  to  acquire  by  purchase 
a  controlling  interest  in  the  stock  of  the  railroads  within  its 
territory.  Owning  a  majority  of  the  stock  of  the  Pennsylvania 
Railroad,  for  instance,  the  Federal  company  would  elect  the 
directors  of  that  company  and  control  its  policy,  just  as  the 
Pennsylvania  Railroad  itself  at  this  moment  appoints  the  di- 
rectors and  controls  the  policy  of  the  Pennsylvania  Company, 
the  Pan-handle,  and  the  scores  of  other  corporations  that  nestle 
under  the  widespread  Pennsylvania  wings.  The  Board  of  Di- 
rectors of  each  Federal  Railroad  Company  would  consist  of 
nine,  three  appointed  by  the  Federal  Railroad  Board  hereafter 
mentioned  and  six  selected  by  the  stockholders  of  the  Federal 
Railroad  Company,  who  would  be  required  to  be  residents 
within  the  district. 

Mr.  Cook  points  out  quite  fairly  that  his  plan  can  be  intro- 
duced gradually.  Not  only  can  each  district  be  taken  in  hand 
separately,  but  there  is  no  need  to  acquire  the  majority  of  the 
stock  of  all  the  railroads  in  the  district  immediately.  The  con- 
trol of  the  New  Haven  road,  for  instance,  would  practically 
mean  control  of  New  England.  And  control  of  the  Pennsyl- 
vania Railroad  and  the  New  York  Central  would  practically 
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mean  control  of  the  whole  of  the  Trunk  Line  Territory.  Mr. 
Cook  makes  a  startlingly  strong  point  in  favor  of  some  change 
in  the  present  system  when  he  points  out  that,  on  the  one  hand, 
the  Mississippi  Valley  contains  half  the  States  of  the  Union 
and  is  in  both  area  and  poulation  more  than  half  the  country ; 
while,  on  the  other  hand,  out  of  1 17  directors  of  the  eight  great 
systems  connecting  the  Valley  with  the  outside  world,  twenty- 
three  are  identified  with  the  Mississippi  Valley,  while  ninety- 
two  are  resident  in  the  States  bordering  on  the  Atlantic  sea- 
board. It  may  be  fairly  answered  from  a  company  point  of 
view  that  the  directors  represent  the  owners  of  the  railroad 
stock.  But  can  one  be  surprised  that  this  answer  does  not 
satisfy  the  inhabitants  of  the  Valley  ?  May  it  not  well  be  that 
this  absentee  ownership,  typified,  often  unjustly,  to  the  or- 
dinary plain  citizen  by  the  bogie  of  "Wall  Street,"  is  still,  as  it 
was  in  the  days  of  the  Granger  laws,  the  root  cause  of  the  hos- 
tility of  the  West  to  the  railroads  ? 

Mr.  Cook's  proposed  Federal  Railroad  Board  would  be 
not  a  company,  but  an  organ  of  the  Government.  It  would 
consist  of  six  members,  five  appointed  by  the  President  of  the 
United  States  with  the  approval  of  the  Senate  and  the  sixth, 
the  Secretary  of  Railroads,  a  new  member  of  the  Cabinet.  It 
would  be  apparently  in  Mr.  Cook's  scheme  the  one  regulating 
authority,  superseding  the  Interstate  Commerce  Commission, 
for  it  would  fix  and  determine  all  interstate  railroad  rates  and 
service  and  approve  all  issues  of  stock  and  the  proposed  finan- 
cial operations  of  every  Federal  Railroad  Company. 

Mr.  Cook's  scheme,  novel  and  revolutionary  though  it  be, 
certainly  deserves  respectful  consideration.  And  it  will  doubt- 
less receive  it  from  the  newly  constituted  Congressional  Com- 
mission. Financially,  it  is  sober  and  conservative;  for  there 
would  be  no  need  for  any  great  sums  of  money,  as  presumably 
a  very  large  number  of  shares  of  the  existing  railroads  would 
be  gladly  surrendered  to  the  Federal  companies  in  exchange  for 
their  own  stock.  And  it  is  certainly  arguable  that  the  working 
out  of  the  scheme  might  even  show  a  financial  surplus.  More- 
over, the  principle  of  Government  control  by  means  of  stock- 
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holding  was  in  practical  effect  in  Mexico  for  a  good  many  years, 
and  looked  like  being  quite  a  success  till  government  in  Mexico 
went  to  pieces.  Certain  criticisms  seem  obvious.  Can  forty- 
five  directors  plus  six  supervisors  really  direct  250,000  miles  of 
railroad?  Will  not  the  various  districts  fight  each  other? 
Texas  has  notoriously  enacted  local  protection  by  means  of  its 
Railroad  Commission.  And  other  States  have  done  the  same, 
to  a  less  frequent  extent.  Might  we  not  v^ell  see  the  Southern 
Federal  Railroad  Board,  for  instance,  elected  on  a  ticket  of 
protection  of  Birmingham,  Alabama,  against  the  competition 
of  Youngstown  and  Pittsburg  ?  Most  serious  of  all — and  Mr. 
Cook  has  attempted  to  provide  against  the  danger — is  this: 
Is  it  to  be  hoped  that  the  appointments  for  Federal  Boards  and 
Federal  Directorate  could  be  kept  out  of  politics?  And  has 
any  dispassionate  outsider,  however  badly  he  may  think  of  rail- 
road men,  ever  rated  the  average  American  railway  man,  either 
in  intellect  or  integrity,  as  low  as  the  average  American  politi- 
cian? Jay  Gould  was  an  exceptional  phenomenon.  He  died 
very  many  years  ago,  and,  as  a  journalist  wrote  next  morning, 
"is  still  dead."  But  Tammany  still  lives  and  flourishes.  And 
the  methods  and  morals  of  Tammany  are  still  not  without  fre- 
quent and  successful  imitators  outside  New  York.  Unless  Mr. 
Cook  felt  sure  that  his  scheme  would  keep  the  railroads  out  of 
politics,  in  the  American  sense,  we  feel  sure  that  he  himself 
would  not  be  among  its  advocates.  And  as  we  do  not  our- 
selves feel  sure,  we  fear  that  his  remedy  would  be  worse  than 
the  disease.  Undoubtedly  the  disease  is  serious.  Undoubtedly 
a  remedy,  and  a  drastic  one,  must  be  found.  For  the  American 
people,  who  have  for  some  years  been  busily  engaged  in  throt- 
tling their  railroads,  are  already  discovering  that  they  have  at 
the  same  time  been  throttling  the  prosperity  of  their  country. 


Mr.  Cook's  Answers  to  the  Above. 
(i)   "Can   forty-five   directors,   plus    six   supervisors,    really 
direct  250,000  miles  of  railroads  ?" 

In  this  country  of  vast  distances  it  has  been  found  that  a  few 
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directors  can  really  direct  great  systems  of  railroads,  such  as 
the  Pennsylvania,  New  York  Central,  etc.,  and  to  an  American 
it  would  seem  entirely  feasible  for  five  boards  of  directors,  each 
under  the  control  of  a  Federal  Railroad  Board,  really  to  direct 
our  entire  railroad  system.  Certainly  there  would  be  much  less 
waste  and  friction  than  at  present.  In  fact,  at  present  we  are 
trying  to  direct  the  entire  250,000  miles  by  seven  Interstate  Com- 
merce Commissioners. 

(2)  "Will  not  the  various  districts  fight  each  other?" 

No,  because  all  of  these  railroad  directors  would  be  named 
by  the  Federal  Railroad  Board,  and  this  in  itself  would  insure 
harmony.  Any  obstreperous  directors  or  particular  board  of 
directors  could  be  easily  eliminated. 

(3)  "Is  it  to  be  hoped  that  the  appointments  for  federal 
boards  and  federal  directors  will  be  kept  out  of  politics?" 

The  answer  to  this  is  contained  in  the  letters  above,  particular- 
ly on  pages  21,  22  and  25. 


so 


PROPOSED  ACT  OF  CONGRESS 
(Reprinted  from  letter  of  April  19,  1916) 

AN  ACT  TO  PROVIDE  FOR  THE  ESTABLISHMENT  OF  FEDERAL  RAILROAD  COMPANIES, 
TO  ESTABLISH  A  MORE  EFFECTIVE  SUPERVISION  OF  RAILROADS  IN  THE 
UNITED   STATES,  AND  FOR  OTHER  PURPOSES. 

Section  i — Wherever  the  v^^ords  "Federal  railroad  company"  are  used 
in  this  act  the  words  shall  be  construed  to  refer  to  each  of  the  five  cor- 
porations to  be  organized  under  this  act  as  herein  provided. 

The  words  "Federal  Railroad  Board"  used  in  this  act  shall  be  con- 
strued to  mean  the  board  of  six  members  herein  provided  for. 

The  words  "Secretary  of  Railroads"  used  in  this  act  shall  be  con- 
strued to  be  the  head,  at  the  seat  of  Government,  of  an  executive  depart- 
ment to  be  known  as  the  Department  of  Railroads,  said  head  to  be  ap- 
pointed by  the  President,  by  and  with  the  advice  and  consent  of  the  Sen- 
ate. Said  appointee  shall  receive  a  salary  of  $12,000  per  annum  and  his 
term  and  tenure  of  office  shall  be  uniform  with  other  members  of  the 
Cabinet. 

FEDERAL  RAILROAD  DISTRICTS. 

Sec.  2 — Continental  United  States,  excluding  Alaska,  is  hereby  divided 
into  five  districts,  to  be  known  as  New  England  railroad  district,  Central 
railroad  district,  Southern  railroad  district.  Northwestern  railroad  district 
and  Central  Pacific  railroad  district. 

The  New  England  railroad  district  shall  include  the  New  York,  New 
Haven  &  Hartford  Railroad  system  and  all  other  railroads  in  Maine,  New 
Hampshire,  Vermont,  Massachusetts,  Rhode  Island  and  Connecticut  not 
controlled  by  any  railroad  system  in  another  Federal  railroad  district. 

The  Central  railroad  district  shall  include  the  Pennsylvania  Railroad 
system.  New  York  Central  Railroad  System,  Erie  Railroad  system,  Balti- 
more &  Ohio  Railroad  system,  Chesapeake  &  Ohio  Railroad  system  and  all 
other  railroads  in  the  States  of  Illinois,  Indiana,  Ohio,  Michigan,  Penn- 
sylvania, New  Jersey  and  New  York  not  controlled  by  any  railroad  system 
in  another  Federal  railroad  district. 

The  Southern  railroad  district  shall  include  the  Southern  Railroad 
system  and  Illinois  Central  Railroad  system  and  all  other  railroads  in  the 
States  of  Delaware,  Maryland,  Virginia,  North  Carolina,  South  Garolina, 
Georgia,  Florida,  Alabama,  Tennessee,  Kentucky,  West  Virginia  and  Mis- 
sissippi and  the  District  of  Columbia  not  controlled  by  any  railroad  system 
in  another  Federal  railroad  district. 

The  Northwestern  railroad  district  shall  include  the  Chicago,  Mil- 
waukee &  St.  Paul  Railroad  system,  the  Chicago  &  Northwestern  Railroad 
system,  the  Northern  Pacific  Railroad  system,  the  Great  Northern  Railroad 
system  and  all  other  railroads  in  the  States  of  Wisconsin,  Minnesota, 
North  Dakota,  South  Dakota,  Montana,  Wyoming,  Idaho,  Oregon  and 
Washington  not  controlled  by  any  railroad  system  in  another  Federal 
railroad  district. 

The  Central  Pacific  railroad  district  shall  include  the  Union  Pacific 
Railroad  system,  the  Atchison,  Topeka  &  Santa  Fe  Railroad  system,  the 
Southern  Pacific  Railroad  system  and  all  other  railroads  in  the  States  of 
Iowa,  Nebraska,  Kansas,  Missouri,  Arkansas,  Louisiana,  Texas,  Oklahoma, 
Colorado,  New  Mexico,  Arizona,  Utah,  Nevada  and  California  not  con- 
trolled by  any  railroad  system  in  another  Federal  railroad  district. 

Any  question  which  may  arise  as  to  whether  a  particular  railroad  is 
included  within  any  particular  Federal  railroad  district  shall  be  decided  by 
the  Federal  Railroad  Board. 

FEDERAL  RAILROAD   COMPANIES. 

Sec.  3 — The  Federal  Railroad  Board  shall  supervise  the  organization 
in  each  of  the  said  districts  of  a  Federal  railroad  company  by  nine  indi- 
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viduals  in  each  district  selected  by  the  Federal  Railroad  Board,  and  there- 
upon such  individuals  in  each  district  shall  tmder  their  seals  make  an 
organization  certificate  which  shall  specifically  state  the  name  of  such 
Federal  railroad  company,  the  territory  and  extent  of  the  district  as  de- 
fined by  States  in  Section  2  of  this  act,  the  city  and  State  in  which  its 
principal  office  is  to  be  located  in  said  district,  the  amount  of  capital  stock 
($9,000),  and  the  number  of  shares  into  which  the  same  is  divided  ($10 
each),  and  the  number  of  shares  subscribed  for  by  each  incorporator  (100). 
The  said  organization  certificate  shall  be  acknowledged  before  a  judge  of 
some  court  of  record  or  notary  public;  and  shall  be,  together  with  the 
acknowledgment  thereof  authenticated  by  the  seal  of  said  court  or  notary, 
transmitted  to  the  Secretary  of  Railroads,  who  shall  file,  record  and  pre- 
serve the  same  in  his  office.  Upon  the  filing  of  such  certificates  with  the 
Secretary  of  Railroads  as  aforesaid,  each  of  the  said  Federal  railroad  com- 
panies shall  become  a  body  corporate,  and  as  such  and  in  the  name  desig- 
nated in  such  organization  certificate,  shall  have  power ; 

First — To  adopt  and  use  a  corporate  seal ;  to  have  succession  in  per- 
petuity, unless  it  is  sooner  dissolved  by  an  act  of  Congress  or  unless  its 
franchise  becomes  forfeited  by  some  violation  of  law;  to  make  contracts; 
to  sue  and  to  be  sued  in  any  court  of  law  or  equity;  to  appoint  by  its  board 
of  directors  such  officers  and  employees  as  are  not  otherwise  provided  for 
in  this  act,  to  define  their  duties,  require  bonds  of  them  and  fix  the  penalty 
thereof,  and  to  dismiss  at  pleasure  such  officers  or  employees ;  to  prescribe 
by  its  board  of  directors  by-laws  not  inconsistent  with  law,  regulating  the 
manner  in  which  its  general  business  may  be  conducted,  and  the  privi- 
leges granted  to  it  by  law  may  be  exercised  and  enjoyed;  to  exercise  such 
incidental  powers  as  shall  be  necessary  to  carry  out  the  purposes  of 
this  act. 

Second — To  acquire,  hold  and  exercise  the  power  of  ownership  of  any 
or  all  of  the  shares  of  the  capital  stock  and  bonds  and  other  obligations  of 
any  or  all  railroad  companies  within  its  district  as  aforesaid ;  also  to  con- 
struct, acquire,  maintain  and  operate  railroads  within  its  district;  also  to 
issue  shares  of  its  capital  stock  from  time  to  time,  either  for  cash  or 
in  exchange  for  shares  of  stock  or  bonds  or  other  obligations  of 
any  and  all  railroad  corporations  within  its  district,  on  such  basis 
of  exchange  as  may  be  authorized  by  its  board  of  directors ;  also  to 
issue  shares  of  its  capital  stock  from  time  to  time  for  such  pur- 
poses (including  its  own  expenses  and  disbursements)  connected  with 
or  incidental  to  the  control,  acquisition,  construction,  management, 
use  and  development  of  railroads,  railroad  business  and  railroad  stock, 
bonds  or  other  obligations  already  issued  or  hereafter  to  be  issued  by 
railroad  companies  within  its  district  (including  the  issue  of  Federal  rail- 
road company  stock,  to  provide  money  to  enable  any  railroad  company  in 
its  district  to  pay  or  purchase  outstanding  obligations  or  to  pay  for  past 
or  future  improvements,  equipment  or  extensions,  stock  of  such  railroad 
company  being  issued  to  the  Federal  railroad  company  in  consideration  of 
such  money),  as  m^ay  be  determined  by  its  board  of  directors;  also  to 
exercise  the  power,  which  is  hereby  given  to  it,  of  eminent  domain,  to 
acquire  any  shares  of  the  capital  stock  of  any  and  all  railroad  corpora- 
tions within  its  district  or  to  acquire  any  railroads  themselves  or  railroad 
property  or  property  for  railroad  purposes,  in  its  district  whenever  in  its 
opinion  it  is  necessary  or  advantageous  to  it  to  do  so  by  condemnation 
under  judicial  process,  and  the  United  States  District  Court  or  courts  of 
the  district  wherein  such  stock  or  property  is  located  shall  have  juris- 
diction of  proceedings  for  such  condemnation.  The  practice,  pleadings, 
forms  and  modes  of  proceedings  in  causes  arising  under  the  provisions 
of  this  act  shall  conform,  as  near  as  may  be,  to  the  practice,  pleadings, 
forms  and  proceedings  existing  at  the  time  in  like  causes  in  the  courts  of 
record  of  the  State  within  which  such  District  Courts  are  held,  any  rule 
of  the  court  to  the  contrary  notwithstanding. 
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Third — To  vote  its  own  holdings  of  stock  and  to  solicit  proxies  from 
other  stockholders  to  vote  their  holdings  of  stock  in  any  railroad  corpora- 
tion in  its  district,  and  such  vote  of  such  stock  and  proxies  by  the  Federal 
railroad  company  for  directors  in  said  railroad  corporation  or  corporations 
shall  be  limited  to  persons  who  shall  have  resided  within  the  district  for 
at  least  nine  months  in  each  of  the  five  years  prior  to  the  election,  and  have 
been  actively  engaged  during  said  five  years  in  the  district  in  commerce, 
agriculture  or  some  other  industrial  pursuit,  or  in  the  practice  of  a 
profession. 

Sec.  4. — ^At  least  six  members  of  the  board  of  directors  of  each  Fed- 
eral railroad  company  shall  for  at  least  nine  months  of  each  of  the  pre- 
ceding two  years  have  resided  in  the  district  in  which  he  is  chosen  director. 
No  Senator  or  Representative  in  Congress  shall  be  an  officer  or  director 
of  a  Federal  railroad  company.  No  director  of  a  Federal  railroad  com- 
pany shall  be  an  officer,  director  or  employee  of  any  railroad  company. 
Any  director  of  any  Federal  railroad  company  may  be  removed  at  any 
time  for  cause  by  the  Federal  Railroad  Board.  The  board  of  directors 
of  each  Federal  railroad  company  shall  consist  of  nine  members,  all  of 
whom  shall  be  designated  by  the  Federal  Railroad  Board.  In  each  year 
after  such  designations  have  been  made  notice  thereof  shall  be  sent  to 
all  of  the  stockholders  of  record  and  said  stockholders  by  a  majority  of 
the  aggregate  possible  votes  shall  have  the  right  by  letter  vote  to  veto 
any  one  or  more  of  such  designations.  The  stock  shall  be  voted  as  fol- 
lows :  The  owner  of  ten  shares  or  less  shall  have  one  vote ;  the  owner  of 
from  ten  to  and  including  forty-nine  shares  shall  have  two  votes;  the 
owner  of  from  forty-nine  to  and  including  one  hundred  shares  shall  have 
three  votes;  the  owner  of  from  one  hundred  to  and  including  two  hun- 
dred shares  shall  have  four  votes ;  the  owner  of  over  two  hundred  shares 
shall  have  five  votes  and  no  more.  Protests  by  stockholders  or  by  the 
public  shall  be  open  to  public  inspection.  Vacancies  from  any  cause  in 
the  boards  of  directors  of  any  Federal  railroad  company  shall  be  filled 
by  the  Federal  Railroad  Board.  The  directors  of  each  Federal  railroad 
company  shall  receive  such  compensation  as  the  board  of  directors  may 
determine  in  advance  in  each  instance,  subject  to  the  approval  of  the 
Federal  Railroad  Board.  The  board  of  directors  of  each  Federal  railroad 
company  shall  at  its  first  meeting  (after  its  first  board  retires  from  office) 
designate  three  directors  to  serve  one  year  from  the  next  first  day  of 
January,  and  three  for  two  years,  and  three  for  three  years,  and  there- 
after all  directors  shall  hold  office  for  three  years.  Each  Federal  railroad 
company  shall  every  three  months  make  a  full  report  of  its  operations  to 
the  Speaker  of  the  House  of  Representatives,  who  shall  cause  the  same 
to  be  printed  for  the  information  of  the  Congress. 

STOCK   ISSUES    AND   GUARANTY  OF  DIVIDENDS. 

Sec.  5 — The  capital  stock  of  each  Federal  railroad  company  shall  be 
divided  into  shares  of  ten  dollars  each.  The  outstanding  capital  stock 
may  be  increased  from  time  to  time  as  authorized  by  the  board  of  direc- 
tors. When  the  capital  stock  of  any  Federal  railroad  company  shall  have 
been  increased,  the  board  of  directors  shall  cause  to  be  executed  a  cer- 
tificate to  the  Secretary  of  Railroads  showing  the  increase  of  capital 
stock.  The  shares  shall  be  represented  by  certificates  which  shall  be 
transferable. 

Sec.  6 — Dividends  on  the  stock  of  each  Federal  railroad  company 
shall  not  exceed  6  per  cent. 

Sec.  7 — The  United  States  Government  hereby  guarantees  the  pay- 
ment of  3  per  cent  dividends  on  the  shares  of  the  stock  of  the  several 
Federal  railroad  companies  and  the  Secretary  of  the  Treasury  is  hereby 
authorized  and  directed  to  sign  the  name  of  the  United  States  of  America 
to  a  guaranty  to  that  effect  on  the  face  of  the  certificates  of  stock  issued 
by  the  corporation  (the  guaranty  on  cancelled  certificates  to  be  cancelled 
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when  the  certificates  are  cancelled  by  transfer),  the  form  of  said  guaranty 
to  be  as  follows : 

The  United  States  of  America  hereby  guarantees  to  the  record  holder 
of  this  certificate  of  stock  the  payment  by  the  Federal  railroad  company 
issuing  the  same  3  per  cent  annual  dividends  on  the  shares  of  the  capital 
stock  represented  by  this  certificate  payable  semi-annually  on  the  first  days 
of  January  and  July  of  each  year  after  the  date  of  this  guaranty. 

If  at  any  time  the  United  States  of  America  by  Act  of  Congress  ceases 
to  pay  said  guaranty,  the  United  States  of  America  shall  pay  to  the 
holders  of  said  certificates  of  stock  the  price  at  which  they  were  originally 
issued  or  the  value  at  the  time  of  issue  of  the  property  for  which  they 
were  originally  issued. 

Sec.  8 — The  United  States  Government  shall  be  entitled  to  all  the 
profits  of  the  several  Federal  railroad  companies  in  excess  of  said  six 
per  cent  dividends  and  shall  apply  such  excess  profits  to  extensions  and 
improvements,  or  purchase  of  railroad  bonds  or  stock,  or  reduction  of 
rates,  or  retirement  of  stock  issued  hereunder,  or  for  any  other  purpose 
said  Government  may  deem  best  in  connection  with  the  railroads. 

Sec.  9 — National  banks  and  Federal  reserve  banks  may  invest  and  deal 
in  the  shares  of  stock  of  the  said  Federal  railroad  companies  or  any  of 
them,  and  such  shares  may  be  transferred  to  and  deposited  with  the 
Treasurer  of  the  United  States  in  lieu  of  United  States  bonds  as  pre- 
scribed by  sections  5159  to  5189  inclusive,  of  the  Revised  Statutes  of  the 
United  States  as  amended  and  by  section  4,  sub-division  "Eighth"  of  the 
"Federal  Reserve  Act,"  and  may  be  deposited  with  the  Treasurer  of  the 
United  States  as  security  for  deposits  by  said  Treasurer  of  funds  of  the 
United  States  in  national  banks,  and  may  be  deposited  as  security  for 
and  in  accordance  with  the  Act  of  Congress  of  May  30,  1908,  amending 
the  national  banking  laws.  The  board  of  trustees  established  by  Act  of 
Congress  of  June  25,  1910,  to  establish  postal  savings  dep-ositories  may 
invest  postal  savings  funds  in  such  shares  as  securities  of  the  United  States 
within  the  meaning  of  that  act.  Said  shares  of  the  capital  stock  of  said 
Federal  railroad  companies  or  any  of  them  shall  be  receivable  at  par  as  a 
satisfactory  collateral  security  for  Federal  reserve  notes  and  as  a  reserve 
available  as  eligible  paper  under  the  Federal  Reserve  Act  and  as  invest- 
ments by  Federal  reserve  banks. 

Sec.  10 — The  Federal  railroad  companies  shall  proceed  with  all  reason- 
able despatch  to  acquire  sufficient  of  the  outstanding  capital  stock  of  the 
Pennsylvania,  New  York  Central,  Illinois  Central,  Chicago,  Milwaukee  & 
St.  Paul,  Chicago  &  Northwestern,  Union  Pacific,  Atchison,  Topeka  & 
Santa  Fe  and  Southern  Pacific  Railroad  systems,  to  control  those  railroad 
companies ;  each  Federal  railroad  company  so  to  acquire  the  stock  of  any 
said  railroad  system  or  systems  within  its  district.  Such  acquisition  may 
be  by  purchase  or  by  exchange  of  Federal  railroad  company's  stock  for 
the  stock  of  said  railroad  system  or  systems,  or  by  condemnation  pro- 
ceedings. 

FEDERAL   RAILROAD   BOARD 

Sec.  II — A  Federal  Railroad  Board  is  hereby  created  which  shall  con- 
sist of  six  members,  one  to  be  the  Secretary  of  Railroads  and  the  remain- 
ing five  members  to  be  appointed  by  the  President  of  the  United  States, 
by  and  with  the  advice  and  consent  of  the  Senate.  In  selecting  the  said 
five  members  of  the  Federal  Railroad  Board  not  more  than  one  shall  be 
selected  from  any  one  Federal  railroad  district.  The  said  five  members 
shall  devote  their  entire  time  to  the  business  of  the  Federal  Railroad  Board 
and  shall  each  receive  an  annual  salary  of  twelve  thousand  dollars  payable 
monthly,  together  with  actual  necessary  traveling  expenses.  No  Senator 
or  Representative  in  Congress  shall  during  his  term  of  office,  or  for  five 
years  thereafter,  be  a  member  of  the  Federal  Railroad  Board.  The  mem- 
bers of  the  said  board  shall  be  ineligible  during  the  time  they  are  in  office 
and  for  two  years  thereafter  to  hold  any  office,  position  or  employment  in 
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any  railroad  company,  and  shall  not,  during  that  time,  hold  or  own  stock 
therein.  At  least  one  of  said  five  members  shall  be  a  person  experienced 
in  the  management  and  operation  of  railroads.  One  member  shall  be 
designated  by  the  President  to  serve  for  two  years,  one  for  four,  one 
for  six,  one  for  eight,  and  one  for  ten  years,  and  thereafter  each  member 
so  appointed  shall  serve  for  a  term  of  ten  years  unless  removed  for  cause 
by  the  President.  Whenever  a  vacancy  shall  occur,  whether  by  expiration 
of  term  or  otherwise,  among  the  said  five  members  of  the  Federal  Railroad 
Board,  a  successor  shall  be  appointed  by  the  President  with  the  advice 
and  consent  of  the  Senate  to  fill  such  vacancy.  The  President  shall  have 
power  to  fill  all  vacancies  that  may  occur  on  the  Federal  Railroad  Board 
during  the  recess  of  the  Senate  by  granting  commissions  which  shall 
expire  thirty  days  after  the  next  session  of  the  Senate  convenes.  Of  the 
five  members  thus  appointed,  one  shall  be  designated  by  the  President  as 
Governor  and  one  as  Vice-Governor  of  the  Federal  Railroad  Board. 
The  Governor  of  the  Federal  Railroad  Board,  subject  to  its  supervision, 
shall  be  the  active  executive  officer.  A  majority  of  the  members  at  a 
meeting  duly  called  shall  constitute  a  quorum  and  a  majority  of  those 
present  at  such  meeting  shall  be  sufficient  for  affirmative  action.  The 
salaries  and  expenses  of  the  Federal  Railroad  Board  shall  be  paid  by  the 
Federal  railroad  companies  in  proportion  to  the  respective  outstanding 
capital  stock  of  each  from  time  to  time.  The  Federal  Railroad  Board  shall 
annually  make  a  full  report  of  its  operations  to  the  Speaker  of  the  House 
of  Representatives,  who  shall  cause  the  same  to  be  printed  for  the  infor- 
mation of  the  Congress.  The  Federal  Railroad  Board  shall  have  power 
to  examine  at  its  discretion  the  accounts,  books  and  afifairs  of  each  Federal 
railroad  company  and  to  require  such  statements  and  reports  as  it  may 
deern  necessary,  and  shall  at  all  times  furnish  full  information  to  the 
public  regarding  its  operations  and  the  operations  of  each  Federal  railroad 
company. 

Sec.  12 — Said  Federal  Railroad  Board  is  hereby  given  the  power  to  fix 
and  determine  all  interstate  railroad  rates  and  service,  and  also  such 
intrastate  rates  and  service  as  Congress  has  power  to  regulate  under  the 
Constitution  of  the  United  States.  No  State  or  State  commission  or  other 
State  authority  shall  fix,  determine  or  regulate  any  rates  or  service  of 
railroads  owned  by  any  of  said  Federal  railroad  companies. 

Sec.  13 — No  stock  shall  be  issued  by  any  Federal  railroad  company 
except  after  the  approval  thereof  by  the  Federal  Railroad  Board,  which 
board  shall  also  first  approve  the  use  to  be  made  of  such  stock  and  the 
terms  of  its  issue.  All  financial  operations  of  every  Federal  railroad  com- 
pany shall  be  approved  by  the  Federal  Railroad  Board  before  becoming 
effective. 

Sec.  14 — This  act  may  be  altered  from  time  to  time  or  repealed. 


(From  New  York  Sun,  June  22,  191 6) 

THE    REPUBLICAN   RAILROAD    PLANK 

"CiviTAs"  Considers  It  With  Reference  to  His  Proposed 

Plan  of  Genuine  Federal  Control 

OF  Transportation 

To  THE  Editor  of  The  Sun — Sir:  The  Republican  plat- 
form contains  the  following  plank : 

Interstate  and  intrastate  transportation  have  become  so  interwoven 
that  the  attempt  to  apply  two,  and  often  several,  sets  of  laws  to  its  regula- 
tion has  produced  conflicts  of  authority,  embarrassment  in  operation  and 
inconvenience  and  expense  to  the  public.  The  entire  transportation  system 
of  the  country  has  become  essentially  national.  We  therefore  favor  such 
action  by  legislation,  or,  if  necessary,  through  an  amendment  to  the  Con- 
stitution of  the  United  States,  as  will  result  in  placing  it  under  exclusive 
Federal  control. 

That  plank  bears  traces  of  the  deft  hand  of  some  railroad 
man.    It  would  help  the  railroads,  but  would  it  rescue  them  ? 

First,  let  us  cut  out  the  talk  about  constitutional  amend- 
ment. No  amendment  is  necessary.  Congress  now  has  power 
to  incorporate  a  Federal  railroad  company  and  authorize  it  to 
purchase  and  condemn  present  railroads,  and  Congress  may 
then  prohibit  State  regulation  of  the  railroads  owned  by  such 
a  Federal  railroad  company.  On  the  other  hand,  three- fourths 
of  the  States  would  have  to  approve  such  a  constitutional 
amendment.  It  would  deprive  them  of  their  present  power, 
and  who  could  induce  three-fourths  of  the  States  to  give  up 
their  present  power,  especially  as  it  might  jeopardize  over 
$100,000,000  annual  taxes  which  they  now  receive? 

This  brings  us  to  the  question :  Even  if  the  railroads  suc- 
ceeded in  abolishing  State  regulation,  would  that  save  them? 
They  would  still  be  subject  to  the  Interstate  Commerce  Com- 
mission, which  refuses  to  allow  them  substantial  increases  of 
rates.  And  there  is  a  very  good  reason  for  such  a  refusal.  It 
is  beginning  to  dawn  on  the  public  that  the  railroad  stock- 
holders have  nothing  to  do  with  electing  railroad  directors 


and  that  railroad  directors  elect  themselves.  They  are  self- 
elected,  self-perpetuating  autocrats — veritable  Mamelukes, 
kept  in  power  by  the  proxies  of  the  stockholders.  Present 
control  of  the  railroads  is  unsatisfactory  to  the  public,  and 
hence  there  is  a  deadlock.  That  deadlock  would  not  be  broken 
by  merely  abolishing  State  regulation.  State  regulation  is  an 
unmitigated  nuisance,  but  its  abolition  will  not  enable  the  rail- 
roads to  raise  $1,000,000,000  a  year,  which  they  must  have  for 
many  years  to  come. 

In  my  previous  letters  to  you  I  outlined  the  plan  of  Fed- 
eral incorporation  with  directors  to  be  named  by  a  Federal 
railroad  board,  together  with  prohibition  of  State  regulation 
and  with  3  per  cent,  on  the  capital  stock  of  the  Federal  railroad 
companies  to  be  guaranteed  by  the  Government,  with  a  pos- 
sible extra  3  per  cent,  if  earned  and  declared,  all  over  6  per  cent, 
to  go  to  the  Government.  In  an  address  on  June  9,  at  a 
bankers'  association  at  Atlantic  City,  the  president  of  the  Rail- 
way Business  Association  of  New  York  attacked  my  sugges- 
tion of  guaranteeing  3  per  cent,  dividends  on  railroad  stocks 
and  limiting  those  dividends  to  6  per  cent.  In  fervid  language 
he  declared  that  this  is  un-American,  and  that  somebody  would 
get  lazy  on  the  certainty  of  3  per  cent.,  and  would  lack  bril- 
liancy if  limited  to  6  per  cent.  The  answer  is  simple.  Railroad 
stockholders  are  neither  lazy  nor  brilliant.  They  simply  take 
their  dividends.  They  are  deadheads  in  the  enterprise.  They 
don't  even  vote.  Often  they  don't  even  send  in  their  proxies. 
The  railroad  officers,  who,  lazy  or  brilliant,  do  the  work,  gen- 
erally hold  very  little  or  no  stock  at  all.  As  to  the  surplus 
profits  over  6  per  cent.,  few  railroads  pay  over  6  per  cent.,  and 
they  will  become  fewer  after  the  war.  And  as  to  ''brilliancy"  in 
railroading,  we  have  had  too  much  of  that  already  for  the  good 
of  the  public  and  investors.  The  worthy  president  might  better 
have  discussed  how  the  railroads  are  to  get  $1,000,000,000  a 
year,  and  how  present  public  discontent  is  to  be  allayed,  and 
how  we  are  to  avoid  Government  ownership,  and  why  a  Fed- 
eral railroad  board  is  not  desirable.  What  we  want  is  creative 
constructive  thought,  not  oratory. 


I  see  that  on  June  9,  Mr.  Trumbull,  the  chairman  of  the 
railroads  executives'  advisory  committee,  representing  over 
85  per  cent,  of  the  railroad  mileage  of  the  country  (significant 
of  much),  wrote  you  that  Canadian  Government  ownership  of 
railroads  has  been  a  failure,  and  that  Government  ownership 
here  would  inevitably  be  a  failure.  The  American  people  have 
no  quarrel  with  Mr.  Trumbull  on  that  point.  They  think  the. 
same  as  he  does.  But  the  American  people  have  a  message  for 
Mr.  Trumbull  and  his  83  per  cent.    It  is  this : 

"We  demand  increased  railroad  trackage,  terminals  and 
equipment  for  our  growing  population  and  commerce.  You 
cannot  raise  the  money  to  furnish  these.  We  refuse  to  buy 
your  new  stock  and  bonds  because  you  don't  show  enough 
profits.  We  refuse  to  allow  you  to  increase  rates  to  increase 
those  profits,  because  we  have  no  confidence  in  present  railroad 
control.  We  demand  full  public  control  of  your  railroads  in- 
stead of  our  present  partial  and  feeble  control  through  the 
Interstate  Commerce  Commission.  This  new  public  control 
which  we  demand  may  be  by  a  Federal  railroad  board  or  we 
will  accept  any  other  plan  which  will  give  us  control  and  at  the 
same  time  keep  out  our  ravenous  mob  of  office  seekers.  Failing 
all  this,  we  go  to  Government  ownership.    Take  your  choice." 

William  W.  Cook. 
New  York,  June  21. 


Cook,  William  Wilson 

A  federal  railroad  board 
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